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Mr.  LeSourd:    I  will  abject  to  that  as  leading. 

The  Court:     Objection  sustained. 

Mr.  Griffin:  May  I  read  the  cosl  from  the  ex- 
hibit, if  the  Court  please? 

Exhibit  13,  under  the  1  leading  "Less  Cost  of 
Goods  Sold". 

Mr.  Mori  arty:    What  year? 

Mr.  Griffin:  1948.  $2,216,589.13;  and  the  same 
line  in  Exhibit  14,  1949,  $2,034,235.32. 

Q.  (By  Mr.  Griffin) :  And  on  the  basis  of  that, 
you  suggested  that  Mr.  Taylor  recheck  his  figures? 

Mr.  LeSourd:     Objected  to  as  leading. 

Mr.  Griffin:     Objected  to. 

The  Court:     Objection  sustained. 

Q.  (By  Mr.  Griffin  continuing) :  Did  you, 
on  the  basis  of  that,  [3152]  suggest  that  Mr.  Tay- 
lor recheck  his  figures  ? 

Mr.  Moriarty:     Objected  to. 

Mr.  LeSourd:     Objected  to. 

A.    Yes,  as  stated  before 

The  Court:     The  question  was  answered. 

Mr.  Moriarty :    I  move  it  be  stricken. 

The  Court:  I  think  Ave  will  save  time  to  let  it 
stand. 

Mr.  Moriarty :     Very  well. 

Q.  (By  Mr.  Griffin)  :  Mr.  Forster,  do  you  know 
anything  personally  about  the  Federal  Tax  Laws 
outside  of  the  fact  that  you  paid  taxes? 

A.  No,  I  didn't ;  I  never  went  into  it.  If  I  went 
into  it,  I  wouldn't  know  anything  about  it. 

Q.     Do  you  know  anything  about  tax  returns? 
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A.  No,  Mr.  Taylor  handled  all  my  taxes,  so  I 
didn't  have  anything  to  do  with  them. 

Q.  Do  you  know  anything  about  the  conse- 
quences,  so  far  as  taxes  were  concerned,  of  business 
transactions;  personally,  I  mean? 

A.     No. 

Q.  Did  you  know  anything  about  the  tax  situa- 
tion of  your  owning  100  percent  of  the  Issaquah 
Creamery  Company  and  selling  to  Alpine,  or 

Mr.  Moriarty  (Interposing)  :  Objected  to  as  lead- 
ing, and  not  proper  redirect.  It  was  gone  into  thor- 
oughly on  direct. 

Mr.  LeSourd:     I  will  object. 

The  Court:     Objection  sustained. 

Mr.   LeSourd    (continuing)  :     to   this  whole 

method  of  questioning,  that  it  is  all  leading. 

The  Court:     The  questions  are  leading. 

Mr.  Griffin:  They  are,  and  on  redirect  there  is 
one  purpose  of  redirect,  and  it  is  generally  leading, 
for  your  "yes"  or  "no"  answers,  but  I  can  approach 
it  the  long  way. 

Q.  (By  Mr.  Griffin) :  Did  you  have  any  educa- 
tion or  training  of  any  kind  to  fit  you  to  determine 
any  of  those  problems? 

Mr.  Moriarty:  Objected  to  as  not  proper  redirect 
and  calling  for  a  conclusion  of  the  witness. 

The  Court:     Objection  overruled. 

A.     No,  I  never  had  any  training. 

Q.  (By  Mr.  Griffin)  :  Now,  Mr.  Moriarty  ex- 
amined in  some  detail  in  regard  to  various  items 
out  of  the  ordinary  course  of  business  income. 
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Mr.  Griffin:  May  I  see  exhibits  142,  141)  and  150, 
please?  [3154] 

The  Court:  What  are  those  numbers  again,  Mr. 
Griffin? 

Mr.  Griffin:     142,  149  and  150. 

(Whereupon,   exhibits  were  handed  to   Mr. 
Griffin  by  the  Clerk.) 

Q.  (By  Mr.  Griffin) :  Exhibit  142,  Mr.  Forster, 
arc  Alpine  Dairy  checks 

Mr.  Griffin:     Strike  that. 

Q.     (By  Mr.  Griffin  continuing)  :     are  Apex 

Farms,   Incorporated — Apex   Dairy,    Incorporated, 
checks,  all  payable  to  Issaquah  Creamery. 

Was  Mr.  Taylor  the  auditor  of  Apex  Dairy,  In- 
corporated, and  Apex  Farms,  Incorporated? 

Mr.  LeSourd:  Objected  to  as  assmning  he  is  an 
auditor.  There  was  no  testimony  to  that  effect. 

Q.  (By  Mr.  Griffin  continuing)  :  Was  the  de- 
fendant, L.  Hicks  Taylor,  the  individual  who  main- 
tained the  books  of  Apex  Farms,  Incorporated,  and 
Apex  Daiiy,  Incorporated? 

A.  Yes,  he  was  secretary  and  treasurer  and  ac- 
countant for  Apex  Farms.  [3155] 

Q.  And  was  he  secretary,  the  same  L.  Hicks 
Taylor  that  was  secretary  of  Issaquah  Creamery  I 

A.     That  is  right. 

Q.  Did  it  ever  occur  to  you  to  tell  L.  Hicks 
Taylor  about  the  checks  from  Apex  Farms  to  Issa- 
quah Creamery? 

Mr.  Moriarty:  Objected  to  as  not  proper  redi- 
rect. 
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Mr.  Griffin :    It  was  examined  in  detail. 

The  Court:     Objection  overruled. 

Mr.  Moriarty:  Yes,  but  these  were  deposited  in 
his  account,  and  Mr.  Taylor  doesn't  know  anything 
about  that.  That  is  what  I  examined. 

The  Court:    Mr.  Forster. 

Mr.  Griffin:  At  this  point,  I  am  prepared  to 
call  counsel  for  the  Government  to  the  witness  stand 
on  the  statement  that  L.  Hicks  Taylor  knows  noth- 
ing about  account  198?  I  don't  think  you  meant 
that.  I  hope  not. 

Mr.  Moriarty:  If  that  was  the  inference,  I  mean 
deposited  at  the  time  in  198? 

Mr.  Griffin:     All  right. 

Mr.  Moriarty :  I  am  making  no  contention  in  the 
matter  except  as  to  proof. 

Mr.  Griffin:     All  right.  [3156] 

Q.     (By  Mr.  Griffin)  :     Objection  is  overruled. 

A.  I  figured  Mr.  Taylor  knew  all  about  the 
bookkeeping  and  checks  that  was  between  the  dif- 
ferent companies,  of  Apex  Farms,  or  Alpine  Dairy, 
and  Finstad  and  Utgard,  that  he  was  accountant 
and  secretary  and  treasurer  for. 

Q.  You  have  answered  the  question  broadly, 
but  I  want  to  take  these  up  that  Mr.  Moriarty  took 
up  in  the  same  way. 

Exhibit  149  are  checks  from  Finstad  and  Utgard 
to  Mary  Finstad.  Was  the  same  situation  existing 
there  as  you  just  testified  to  as  between  Apex  Farms 
and  Issaquah  Creamery? 
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Mr.  Moriarty:  Object  to  the  form  of  the  ques- 
tion. 

Mr.  Griffin:    I  will  reframe  the  question. 

Q.  (By  Mr.  Griffin  continuing)  :  Was  this  the 
same  L.  Hicks  Taylor  that  was  the  accountant  for 
Finstad  and  Utgard?  A.     That  is  right. 

Q.  Did  you  have  any — did  it  occur  to  you  to  ad- 
vise Mr.  Taylor  about  the  existence  of  the  checks, 
or  their  payment?  A.     No.    [3157] 

Mr.  Moriarty:  Objected  to  as  not  proper  redirect. 

Mr.  Griffin:  Just  a  moment.  Don't  answer  until 
the  Court  rules  on  the  objection,  please. 

The  Court:    Well,  the  objection  is  overruled. 

A.     (Continuing) :     No. 

Q.  (By  Mr.  Griffin):  Exhibit  150  is  another 
group  of  checks  from  Finstad  and  Utgard  to  Issa- 
quah  Creamery.  The  same  situation  exists  there? 

A.     That  is  right. 

Q.  These  are  all  checks  that  went  into  account 
198,  are  they  not? 

A.     That  is  what 

(Whereupon,  there  was  a  brief  pause.) 

Mr.  Griffin:  Let  me  have  Exhibits  203,  four, 
six,  seven,  eight,  ten,  eleven. 

Q.  (By  Mr.  Griffin) :  Then  the  checks  I  was 
referring  to,  referring  to  the  Issaquah  Creamery 
Company  checks  payable  to  Issaquah  Creamery 
Company  and  are  those  payable  to  Mrs.  Finstad? 

The  Court :  That  was  in  connection  with  Exhibit 
150?  [3158] 

Mr.  Griffin:    150,  yes. 
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Mr.  LeSourd:  Just  a  moment.  Just  a  moment, 
this  witness  on  the  stand  under  oath  has  testified 
now  with  regard  to  the  checks  payable  to  Mrs.  Fin- 
stad  that  he  didn't  consider  it  necessary  to  advise 
Mr.  Taylor.  I  think  that  testimony  should  stand  in 
this  case. 

The  Court:  I  don't  know,  Mr.  LeSourd,  that 
there  is  any  action  otherwise. 

Mr.  LeSourd:  I  thought  he  was  trying  to  have 
that  stricken. 

The  Court:     No. 

Q.  (By  Mr.  Griffin):  Exhibit  204  are  three 
checks  signed  by  Mr.  Schneider  and  yourself  to 
Schneider,  Baskett  and  Baskett;  206 — pardon  me, 
204  are  two  checks  signed  by  Schneider  and  L. 
Hicks  Taylor  to  Baskett  and  Schneider.  206  are 
checks  signed  by  Schneider  and  Taylor  to  Schneider 
and  Baskett.  207  are  two  checks  signed  by  Schneider 
and  Taylor  to  Schneider  and  Baskett. 

Now,  did  it  occur  to  you  to  advise  Mr.  Taylor 
anything  in  regard  to  these  checks? 

Mr.  Moriarty:  Objected  to  as  leading  and  not 
proper  redirect.  [3159] 

The  Court:  This  calls  for  a  "yes"  or  "no"  an- 
swer. 

Mr.  Griffin:     That  is  right. 

The  Court :  May  I  inquire,  these  are  all  deposits 
in  198? 

Mr.  Griffin:  No,  these  are  not  all  deposited  in 
198.  They  deal  with  these  payments  received  as  a 
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result  of  these  checks,  the  proceeds  of  which  went 

into  198,  not  the  checks  themselves. 

Mr.  Moriarty:  Part  of  the  proceeds  went  into 
the  Peoples  Bank  at  Renton,  also. 

The  Court :    These  went  into  the  savings  account  ? 

Mr.  Griffin :  The  proceeds  he  received  from  these 
checks,  as  a  result  of  these  checks,  went  into  one 
of  the  two  savings  account.  I  think  that  is  a  fair 
statement. 

Mr.  Moriarty:    198  and  the  Peoples  at  Renton. 

Mr.  Griffin:     Right. 

The  Court:  The  Court  will  overrule  the  objec- 
tion on  that  one  question. 

A.  No,  I  never  figured  I  had  to,  because  he 
wrote  the  checks,  and  he  made  the  distribution. 

Q.  (By  Mr.  Griffin)  :  Exhibit  208  are  checks, 
Renton  Ice  and  Ice  [3160]  Cream  Company,  to  Mr. 
Schneider  and  Baskett,  to  which  is  attached  this 
note  that  Mr.  Taylor  says  the  total  is  $7,520. 

Mr.  Moriarty:  I  don't  know  whether  Mr.  Griffin 
is  testifying  or  framing  the  question. 

Mr.  Griffin:  I  haven't  completed  it,  because  I 
think  it  is  proper  to  describe  an  exhibit  if  I  do  it 
honestly. 

Mr.  Moriarty:  The  proper  way  is  to  hand  the 
exhibit  to  the  witness  and  ask  him  what  his  recol- 
lection is. 

Mr.  Griffin:  I  will  complete  my  question,  if  I 
may. 

The  Court:     You  may  proceed. 

Q.     (By  Mr.  Griffin)  :     Calling  your  attention  to 
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a  note,  that  has  been  identified,  by  Mr.  Taylor,  total 
$7,520;  did  it  occur  to  you  to  advise  Mr.  Taylor 
about  these  checks'? 

Mr.  Moriarty:  Objected  to  as  not  proper  re- 
direct. I  didn't  examine  about  the  note. 

Mr.  Griffin:  He  examined  about  the  checks,  if 
the  Court  please,  and  it  is  one  exhibit. 

The  Court:  Do  you  understand  the  checks  re- 
ferred to? 

The  Witness:     Yes.  [3161] 

The  Court:  All  right.  Objection  overruled.  The 
question  is  as  to  whether  it  occurred  to  you. 

A.  I  would  have  to  ask  Mr.  Taylor.  Not  after 
he  made  distribution.  He  knew  the  amount  of  money 
I  was  getting. 

Q.  (By  Mr.  Griffin) :  And  Exhibit  211  are  four 
checks,  Renton  Ice  and  Ice  Cream  Company,  pay- 
able to,  two  to  Schneider,  and  two  to  Baskett.  Is 
your  answer  the  same  as  to  those  checks? 

A.     That  is  right. 

Mr.  Griffin :    Let  me  see  221  and  222,  please. 

(Whereupon,   exhibits  were   handed   to   Mr. 
Griffin  by  the  Clerk.) 

Q.  (By  Mr.  Griffin)  :  This  same  Mr.  Taylor  was 
the  accountant  for  Simonson  and  Forster,  was  he? 

A.     (Witness  nodded  in  the  affirmative.) 

Mr.  Moriarty:  Objected  to  as  not  proper  re- 
direct. 

The  Court:  Well,  I  don't  think  there  is  any 
question  involved  here.  If  that  issue  is  questioned, 
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it  may  be  gone  into,  but  unless  it  is,  the  Court  will 

sustain  the  objection. 

Mr.  Moriarty:  The  only  thing  I  examined  on 
[3162]  in  regard  to  Simonson  and  Forster,  as  I 
recollect,  was  a  series  of  checks  between  Mr.  For- 
ster and  Oscar  Simonson  after  Taylor  had  reported 
to  him  that  Oscar  was  over  $100  on  his  salary. 

Mr.  Griffin:  And  there  was  no  testimony  by  the 
witness  that  the  witness  arranged  anything  with 
Mr.  Simonson  as  to  any  series  of  checks. 

The  Court:  Well,  that  is  for  the  Jury  to  decide. 
I  am  not  passing  upon  that. 

Mr.  Griffin:  Well,  if  the  Court,  please,  the  state- 
ment of  Mr.  Moriarty  in  this  courtroom  is  entitled 
to  weight,  and  carries  weight  with  me.  The  Jury  is 
entitled  to  consider  such  a  statement.  There  isn't 
such  testimony.  He  testified  to  the  facts.  No  arrange- 
ment of  a  series  of  checks.  I  must  object. 

Mr.  Moriarty:  Maybe  we  were  talking  about 
different  things. 

The  Court:  The  Court  will  advise  the  Jury 
again  that  comments  of  counsel  is  not  evidence,  and 
should  be  disregarded. 

You  may  proceed,  and  the  objection  is  overruled. 

Mr.  Griffin:     Thank  you. 

Q.  (By  Mr.  Griffin)  :  The  question  was,  he  was 
the  accountant  for  Simonson  and  Forster? 

A.  He  was  accountant  and  secretary-treasurer 
of  Simonson  and  Forster,  yes. 

Q.  Exhibit  221,  also  a  group  of  checks,  Puyal- 
lup  Creamery  to  yourself,  each  for  $100;  and  222, 


1410  Hans  Forster  vs. 

(Testimony  of  Hans  Forster.) 

a  group  of  checks,  Puyallup  Creamery  to  yourself, 
each,  I  believe,  for  $100 — I  thought  there  was  an- 
other amount  in  here. 

Mr.  Moriarty:  There  was  one  for  two  hundred, 
I  believe. 

Q.  (By  Mr.  Griffin  continuing)  :  Did  it  occur 
to  you  to  advise  Mr.  Taylor  anything  about  those 
checks'?  A.     No. 

Mr.  LeSourd:  May  I  ask  your  Honor  to  ask 
Counsel  to  x>lease  frame  his  questions  other  than 
leading? 

The  Court:    Pardon? 

Mr.  LeSourd:  May  I  ask  your  Honor  to  ask 
Counsel  to  ask  matters  other  than  leading? 

The  Court:  Well,  as  I  understand  a  leading 
question,  the  question  answered  either  by  "yes"  or 
"no"  is  not  necessarily  leading. 

Mr.  LeSourd:     No,  your  Honor.  [3164] 

The  Court:  Unless  Counsel  indicates  whether  it 
should  be  "yes"  or  "no". 

Mr.  LeSourd:  He  can  ask  what  occurred  to  this 
witness  with  respect  to  these  matters,  what  occurred 
to  him  mind,  but  to  customarily  lead  him,  I  haven't 
objected  to  each  question,  but 

The  Court  (Interposing)  :  Well,  as  I  gather,  the 
purpose  of  this  examination,  it  is  to  only  one  issue. 
That  is  the  only  question  the  Court  has  permitted 
so  far. 

Mr.  Griffin:    That  is  right. 

The  Court:  And  that  is  whether  it  occurred  to 
this  witness  to  advise  Mr.  Taylor  as  to  certain  items 
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deposited  in  his  savings  account,  and  Mr.  Moriarty 
on  recross  asked  the  general  question  as  to  making 
the  deposits  in  this  account,  and  also  whether  if 
occurred  to  him  to  advise  Mr.  Taylor  on  certain 
items,  and  that  is  the  only  questions  involved,  as 
I  understand  it. 

Mr.  Griffin:     Correct. 

The  Court:  And,  therefore,  the  question  put  in 
this  situation  may  be  properly  put  in  the  form 
asked. 

Mr.  LeSourd :     Very  well. 

Mr.  Griffin:         239,  240,  253,  254,  please. 

(Whereupon,   exhibits  were  handed  to   Mr. 
Griffin  by  the  Clerk.)   [3165] 

Q.  (By  Mr.  Griffin) :  Mr.  Forster,  Exhibit  239, 
is  a  group  of  checks  of  Arctic  Gardens,  Incorpo- 
rated, signed  by  L.  Hicks  Taylor,  some  payable  to 
you  and  some  to  Issaquah  Creamery  Company,  and 
some  to  Alpine  Dairy. 

Who  kept  the  entire  books  and  records  of  Arctic 
Gardens?  A.     Hicks  Taylor. 

Q.  Did  it  occur  to  you  to  advise  Hicks  Taylor 
in  regard  to  these  checks  he  had  drawn? 

A.     No,  it  never  did. 

Q.  Exhibit  240  is  another  Arctic  Gardens  check 
signed  L.  Hicks  Taylor,  to  Alpine  Dairy.  Would 
your  answer  be  the  same? 

A.     That  is  right. 

Q.  Exhibit  253  is  another  check,  Arctic  Gar- 
dens, signed  L.  Hicks  Taylor,  to  Alpine  Dairy;  and 
254,  Arctic  Gardens,  by  L.  Hicks  Taylor,  to  Issa- 
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quah  Creamery.  Would  your  answer  be  the  same? 

A.     That  is  right. 

Q.  What  did  you  think  as  far  as  the  keeping 
of  your  income  tax  returns  were  concerned  by  Mr. 
Taylor  who  was  secretary-treasurer 

Mr.  Moriarty  (Interposing)  :  I  am  objecting  to 
the  form  of  the  question  now,  if  your  Honor  please. 

The  Court:     It  is  not  completed. 

Mr.  Moriarty:  The  form  has  already  indicated 
it  will  be  objectionable. 

The  Court:  Well,  there  is  indication  it  may  be, 
but  you  may  complete  the  question. 

Q.  (By  Mr.  Griffin  continuing)  :  What  did  you 
think  Mr.  Taylor  was  doing  insofar  as  your  income 
tax  returns  were  concerned  with  reference  to  these 
items  of  income  and  these  checks  that  he  had 
drawn  ? 

A.  I  figured  he  had  them  all  included.  As  far 
as  I  was  concerned,  he  was  the  one  who  knew  about 
them,  and  handled  it  and  I  figured  everything  was 
all  right. 

Q.  Until  this  trial,  had  you  ever  heard  of  the 
Hans  Forster  Transportation  Company? 

A.     No. 

Q.  You  said  that  you  were  familiar  with  Mr. 
Taylor's  handwriting? 

A.     I  think  I  am,  yes. 

Q.  Now,  I  will  hand  you  Exhibit  A-18  for  iden- 
tification, which  has  been  identified  as  Economic 
Bank  Check  Register  of  Finstad  and  Utgard,  and 
ask  you  if  you  can  identify  the  handwriting 


United  States  of  America  1413 

(Testimony  of  Hans  Forster.) 

Mr.  Moriarty  (Interposing)  :  Is  that  in  evidence, 
Mr.  Griffin?  [3167] 

Mr.  Griffin:     No,  I  said  for  identification. 

Mr.  Moriarty:     Excuse  me.  I  see. 

Q.     (By  Mr.  Griffin  continuing) :    if  you  can 

identify  the  handwriting  under  date  of  January  25, 
1944,  in  this  exhibit.  There  are  no  page  numbers 
that  I  see.  Your  answer  to  that  would  be  "yes"  or 
"no".  A.    Yes. 

Q.     Whose  handwriting  is  it? 

A.     L.  Hicks  Taylor's. 

Mr.  Griffin:  Now,  I  offer  in  evidence  the  two 
items  upon  this  page.  I  am  perfectly  willing  to 
offer  the  whole  document,  and  the  whole  page — 
either  the  whole  document  or  the  whole  page,  but, 
in  any  event,  the  two  items  upon  this  page  identi- 
fied by  the  witness  as  being  Mr.  Taylor's  hand- 
writing. 

Mr.  LeSourd:     No  objection,  your  Honor. 

Mr.  Moriarty:  We  have  no  objection,  if  the 
Court  please. 

Mr.  Keesling:     We  have  no  objection. 

The  Court:  A-18  will  be  admitted,  insofar  as  it 
relates  to  the  handwriting  just  indicated  by  counsel. 
(Defendants'  Exhibit  A-18  admitted  in  evi- 
dence.) [3168] 

Mr.  Griffin :    May  I  read  those,  then  ? 

The  Court:     Yes. 

Mr.  Griffin:  It  is  headed  Economic  Check  and 
Deposit  Register,  Form  A,  date,  payment  of,  in 
favor  of,  number,  posted  on  page,  amount  of  check. 
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This  is  under  date  of  January  25,  1944.  L.  Hicks 
Taylor,  No.  341033— strike  that  3410,  $50;  January 
25,  1944,  W.  S.  Grant,  payment  of — blank  in  each 
instance— No.  3411,  $6,666.66. 

Mr.  Moriarty:     The  date,  Mr.  Griffin? 

Mr.   Griffin:     January  25,   1944. 

Q.  (By  Mr.  Griffin)  :  Do  you  know  what  this 
payment  of  $6,666.66,  to  W.  S.  Grant,  was  in  Jan- 
uary, 1944? 

A.  That  was  for  the  purchase  of  stock  of  Fin- 
stad  and  Utgard,  from  W.  S.  Grant. 

Q.  Exhibit  A-21  is  in  evidence,  and  referring  to 
the  date,  January  26,  1944,  can  you  state  in  whose 
handwriting  those  two  items  are  under  that  date? 

A.     Hicks  Taylor's. 

Mr.  Griffin:  May  I  read  these  two  to  the  Jury, 
please  ? 

It  is  the  same  Economic  form  of  Check  Register, 
the  same  general  form,  January  26,  1944,  James  F. 
Cook — that  is  in  favor  of — in  payment  of,  blank — 
check  No.  136,  $3,333.33;  Verne  Egeness;  [3169] 
payment  of,  blank;  check  No.  137,  $3,333.33. 

Q.  (By  Mr.  Griffin) :  What  were  those  two 
items,  if  you  know? 

A.     In  payment  of  stock. 

Mr.  Moriarty:  This  is  hardly  redirect,  if  the 
00111!  please. 

The  Court:  I  believe  there  was  some  cross-ex- 
amination by  Mr.  LeSourd  on  those  items. 

Mr.  Griffin:     Yes,  your  Honor. 

The  Court :     Is  that  correct  ? 
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Mr.  Brody:    As  to  who  drew  the  checks. 

Q.  (By  Mr.  Griffin) :  Mr.  Moriarty,  do  you  re- 
call, examined  you  upon  the  checks  of  Apex  Farms 
deposited  by  you  in  Account  198?  A.     Yes. 

Q.  In  your  enterprises,  to  what  was  the — which 
one  of  the  enterprises  was  Apex  Farms  a  part? 

Mr.  Moriarty:  Objected  to  as  not  proper  re- 
direct. 

The  Court:    This  is  a  preliminary  question? 

Mr.  Griffin:    Yes,  your  Honor. 

The  Court:     Objection  overruled. 

A.     I  have  67  percent  interest  in  Apex  Farms. 

Q.     (By  Mr.  Griffin)  :  Yes,  but  this  enterprise 

Mr.  Griffin:     I  am  trying  not  to  lead. 

Q.     (By  Mr.  Griffin  continuing)  :    which  one 

of  the — was — which  one  of  your  enterprises  would 
it  meld  into? 

A.  It  melded  into  the  enterprises  I  sold  out  to 
the  Consolidated  Dairy  Products. 

Mr.  Moriarty:     I  don't  think  that  is  responsive. 

Mr.  Griffin:     I  know.  It  didn't  help  me  any. 
(Whereupon,  there  was  a  brief  pause.) 

The  Court:    We  might  take  a  recess  at  this  time. 

Mr.  Griffin:     I  can  go  ahead  all  right. 

The  Court:  Ladies  and  Gentlemen  of  the  Jury: 
We  will  now  take  the  mid-afternoon  recess.  The 
Court  calls  your  attention  to  the  admonition  given 
on  similar  occasions,  and  asks  you  to  heed  it  on  this 
occasion. 

(Whereupon,    the    Jury    retired    from    the 
Courtroom.) 
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(Whereupon,  at  2:45  o'clock  p.m.  a  recess 
was  had  until  3 :01  p.m.  April  2,  1954,  at  which 
time,  Counsel  and  Defendants  heretofore  noted 
being  present,  the  following  proceedings  were 
had,  to-wit:)  [3171] 
The  Court:    You  may  call  the  Jury. 

(Whereupon,  the  Jury  was  returned  to  the 
courtroom.) 
The  Court:    You  may  be  seated. 
It  is  stipulated  that  the  Jury  and  all  Defendants 
are  present  in  the  Courtroom? 
Mr.  Griffin:     Yes,  your  Honor. 
Mr.  Moriarty:    Yes,  your  Honor. 
The  Court:    You  may  proceed,  Mr.  Griffin. 
Mr.  Griffin:     Will  you  mark  this  for  identifica- 
tion, please? 

The  Clerk :  Defendants'  Exhibit  A-64  marked  for 
identification. 

(Defendants'  Exhibit  A-64  marked  for  iden- 
tification.) 
Mr.  Griffin:     I  will  ask  the  stipulation  that  this 

is  a  copy  of  Mr.  Taylor's,  of  December  31,  1932 

Mr.  Moriarty  (Interposing):     19  what? 
Mr.  Griffin:     1932. 

Mr.  LeSourd:  We  certainly  can't  stipulate  to 
anything  in  regard  to  it,  not  having  seen  it  before, 
and  would  object,  not  relevant  to  the  case. 

Mr.  Moriarty :    And  certainly  not  proper  redirect. 
Mr.  Le  Sourd:    And  not  proper  redirect. 

The  Court:    Do  you  wish  to 

Mr.   Griffin:      (Interposing)    Your   Honor   is   at 
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perfect  liberty  to  see  it.   I  am  willing  to  state  the 
purpose.    I  only  asked  for  the  stipulation  because 
T  am  not  sure  that  the  witness  can  identify  it,  is  all. 

Q.  (By  Mr.  Griffin) :  Mr.  Forster,  I  hand  you 
Exhibit  A-64,  for  identification.  I  will  ask  you  if 
you  know  what  that  is?  Will  you  take  a  look  at  it, 
please  ? 

A.  Yes,  it  is  the  year-end  statement  of  Decem- 
ber 31,  1932,  of  Issaquah  Creamery  Company,  pre- 
pared by  Mr.  Taylor. 

Q.  And  will  you  look  at  the  pencil  notations — 
I  show  you  that  page — pen  or  ink,  notations  on  that 
page,  that  page — by  "that,"  they  are  unnumbered, 
— I  am  just  showing  pages — in  whose  handwriting 
— and  that  one — in  whose  handwriting  are  those*? 

A.  All  in  Hicks  Taylor's  handwriting,  the  fig- 
ures. 

Mr.  Le  Sourd :  Now,  if  your  Honor  please,  I  do 
not  know7  what  the  purpose  of  this  is.  If  there  is 
going  to  be  some  offer  of  proof  in  connection  with 
it,  not  knowing  the  purpose,  I  would  like  to  sug- 
gest that  the  Jury  be  excused  in  connection  with  it, 
unless  it  is  [3173]  simply  a  matter  of  letting  us  look 
at  it  and  seeing  what  it  is. 

Mr.  Griffin :  I  am  now  offering  A-64.  As  I  stated 
before,  I  am  perfectly  willing  to  state  my  reasons, 
specifically  what  it  meets  in  cross-examination. 

Mr.  Le  Sourd:  We  will  object  to  it  on  the 
ground  it  is  not  proper  cross-examination,  and 
irrelevant  and  immaterial  to  any  issue  in  the  case. 
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Mr.  Moriarty:  The  Government  joins  in  the  ob- 
jection, and  not  proper  redirect. 

Mr.  Le  Sourd:  If  there  is  going  to  be  some  dis- 
cussion about  1932,  we  suggest  the  Jury  be  excused. 

Mr.  Griffin:    If  the  Court  please 

The  Court:  (Interposing)  The  Court  has  no  idea 
of  the  purpose,  and  would  ask  the  purpose  of  it. 
Is  there  any  objection  to  asking  a  statement  of  the 
purpose  ? 

Mr.  Le  Sourd:  No  objection  at  all,  unless  there 
will  be  such  an  argument,  as  to,  in  effect,  introduce 
the  document  by  argument,  your  Honor. 

The  Court:  Well,  I  will  ask  counsel  for  a  state- 
ment. 

Mr.  Griffin:  One  purpose  of  it  is  that  on  cross- 
examination,  Mr.  LeSourd  went  back  and  examined 
on  [3174]  the  early  years  from  the  beginning  of  the 
Issaquah  Creamery  Company. 

In  his  opening  statement,  he  stated  that  in  those 
earlier  years,  Mr.  Taylor  made  complete  reports. 

Mr.  Le  Sourd:    In  my 

Mr.  Griffin:  (Interposing)  In  your  opening 
statement,  sir,  on  the  early  years. 

The  purpose  of  this  is  to  show  that  Mr.  Taylor 
made  this  report  in  1932  and  stated  it  was  an  audit, 
that  he  had  compiled  the  books,  and  to  meet  both 
cross-examinations,  it  shows  that  Mr.  Taylor  car- 
ried Mr.  Forster  in  these  records  with  a  deficiency, 
to-wit:  a  substantial  drawing  account  to  which 
items  could  be  charged.   This  is  Mr.  Taylor's  audit 
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of  December  31,  1932,  of  the  Issaquah  Creamery 

Company. 

Mr.  Moriarty:  Objected  to  as  immaterial,  re- 
mote, and  not  proper  redirect. 

Mr.  Le  Sourd:    Same  objection,  your  Honor. 

If  Counsel  wishes  to  show  that  there  was  a  draw- 
ing account  for  Mr.  Forster,  there  are  exhibits  in 
this  case  showing  it,  and  there  is  no  reason  to  go 
to  1932,  and  it  is  not  proper  cross,  and  irrelevant. 

The  Court:  The  Court  is  inclined  to  sustain  the 
objection,  [3175]  Mr.  Griffin.  If  you  wish  to  be 
heard  on  it,  the  Court  will  hear  from  you  later. 

Mr.  Griffin:  We  are  right  at  that  point,  because 
I  certainly — I  don't  want  to  make  a  statement  in 
front  of  the  Jury,  unless  your  Honor  asks  me. 

The  Court:  Well,  we  will  excuse  the  Jury  now, 
if  you  think  it  is  advisable. 

Mr.  Griffin:  We  can  state  it  very  briefly,  and  I 
think  not  improperly. 

As  I  have  suggested,  Mr.  LeSourd  examined  as 
to  the  relationship  of  Taylor  and  the  witness  from 
the  time  that  he  started  his  little  cheese  factory. 
His  position  has  been,  and  throughout,  that  Mr. 
Taylor  never  prepared  an  audit,  and  was  never  an 
auditor  of  Issaquah  Creamery  Company. 

Now,  having  gone — then  they  both  had  extensive 
examination  as  to  why  items  weren't  charged ;  why 
Mr.  Erickson  charged  them  to  certain  accounts. 
The  witness  has  answered  Taylor  advised  him  he 
had  a  drawing  account,  and  he  thought  they  would 
be  charged  to  those  accounts.   This  document  estab- 
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lishes  then  the  three  things :  Taylor  made  an  audit, 
and  was  the  auditor;  he  had  a  drawing  account  set 
up  in  these  books,  and  the  witness  was  absolutely 
correct  in  his  testimony;  [3176]  it  meets  the  cross- 
examination,  particularly  of  Mr.  LeSourd,  as  of  the 
very  beginning  of  this  enterprise,  and  it  meets  the 
Government's  cross-examination  as  to  why  he  didn't 
know  where  matters  were  being  charged,  and  why 
he  had  a  right  to  assume  that  they  were  charged  as 
Taylor  had  set  it  up  in  detail. 

Mr.  Moriarty:  It  proves  nothing,  if  your  Honor 
please,  except 

The  Court:  (Interposing)  Just  a  moment.  At 
this  time,  the  Court  will  adhere  to  its  ruling.  It 
seems  to  me  too  remote  to  meet  that  purpose,  it 
being  1932,  as  I  understand. 

Mr.  Griffin:  I  intend  to  show  it  throughout,  if 
the  Court  please,  with  1935,  1939 

Mr.  Cox:     (Interposing)  1945  and  1949. 

Mr.  Moriarty:  This  Indictment  dates  between 
the  years  1945  and  1949. 

The  Court:  I  think  probably  it  has  come  a  little 
late.  We  can  make  an  offer  of  proof  now,  if  you 
wish  to  excuse  the  Jury,  or  at  the  conclusion. 

Mr.  Griffin:  I  do  not  wish  to  excuse  the  Jury 
at  this  hour. 

The  Court:     All  right. 

Mr.  Griffin:  I  want  to  go  further  than  an  offer 
of  proof  in  this  matter.  I  want  to  be  heard  on  it. 

The  Court:  Yes.  All  right.  As  I  understand, 
that  is  only  a  part  of  other 
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Mr.  Griffin:  (Interposing)  That  is  the  full  ex- 
hibit, itself,  for  that  particular  year. 

The  Court:  Yes.  You  propose  to  offer  that  as  a 
further  exhibit  and  connect  it  up  with  the  other 

Mr.  Griffin:     (Interposing)  Other  years. 

The  Court :    Other  years  I 

Mr.  Griffin :     Yes,  your  Honor. 

The  Court:  It  may  be  admissible,  and  the  Court 
will  hear  from  you  on  it,  but  would  want  to  hear 
from  you  and  get  an  offer  also  before  we  go  ahead ; 
so,  the  Court,  not  indicating  it  will  not  change  its 
present  ruling  if  it  thinks  otherwise 

Mr.  Griffin:     (Interposing)  I  understand. 

Q.  (By  Mr.  Griffin)  :  In  answer  to  a  question 
of  Mr.  Moriarty,  confined  to  the  Indictment  years, 
you  said  that  you  never  dreamed  that  you  were  re- 
ceiving any  fund  from  Issaquah  Creamery  Com- 
pany when  the  barn  lulls  were  paid  by  Issaquah. 
Po  you  recall  that  answer,  in  substance? 

A.     That  is  right. 

Q.    What — will  you  explain  that  answer? 

A.  As  far  as  I  was  concerned,  I  think  I  ex- 
plained [3178]  to  Mr.  Moriarty,  when  I  built  the 
barn,  it  took  us  about  seven  or  eight  months  to 
build  it,  and  the  material  was  bought  through  the 
carpenter,  and  the  bills  were  sent  to  Issaquah 
Creamery,  but  it  was  not  at  any  time  that  I  felt 
that  Issaquah  Creamery  Company  was  paying  for 
it.  I  figured  it  was  part  of  my  expenses  that  went 
against  my  drawing  account. 

Q.     Well,  did  you  personally  make  any  distinc- 
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tion    in    your    enterprises    as    between    Issaqnah 

Creamery  and  Alpine  Dairy? 

Mr.  Moriarty:  Just  a  moment.  Objected  to  as 
not  redirect,  and  repetitious. 

Mr.  Griffin :  All  right ;  I  will  withdraw  the  ques- 
tion as  being  repetitious. 

Q.  (By  Mr.  Griffin  continuing)  :  You  stated  in 
answer  to  a  question  that  as  far  as  you  could  recall, 
you  had  never  even  written  a  letter  to  Mr.  Taylor; 
do  you  recall  that? 

A.    Yes,  I  am  quite  positive  of  it. 

Q.  Do  you  have  a  secretary  or  a  stenographer 
for  yourself? 

A.  No,  I  never  had  a  secretary  or  a  stenogra- 
pher. 

Q.  Who,  generally,  wrote  letters  when  you  had 
a  [3179]  letter  to  write,  if  you  did? 

A.  Well,  if  I  had  any  letters  to  write,  I  would 
talk  it  over  with  Mr.  Erickson  and  he  would  write 
it  out  in  longhand  and  let  me  read  it  over  before 
he  typed  it. 

Q.  Do  you  recall  that  Mr.  Moriarty  asked  you 
why  you  had  hired  Touche,  Niven,  and  the  ac- 
countants ?  A.    Yes. 

Q.  And  do  you  recall  your  answer  was  inter- 
rupted and  you  never  got  a  chance  to  answer  it? 

A.  Well,  after  Mr. — after  Mr.  Marx  called  me 
and  told  me  that  he  wanted  to  go  over  our  books 
of  the  different  enterprises,  and  when  I  told  him 
that  Hicks  Taylor  had  all  the  books  and  handled 
all  the  books,  his  answer  was  that  Hicks  Taylor 
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was  being  sentenced  in  Tacoma  a  couple  of  days 
from  then,  and  I  talked  to  Mr.  Taylor  about  it, 
and  he  told  me  to  tell  them — to  tell  the  Internal 
Revenue  Agent  to  go  to  hell. 

Mr.  Moriarty:  I  think  this  is  repetitious.  I 
think  this  is  the  third  time  we  have  heard  that 
epithet. 

Mr.  Griffin:    The  what? 

The  Court:    I  think  a  number  of  times. 

Mr.  Moriarty:    This,  particularly,  because  I  rec- 
ognize some  of  the  language.  [3180] 
(Whereupon,  Counsel  laughed.) 

The  Court:    We  will  proceed,  Gentlemen. 

Mr.  Moriarty:    My  objection  is,  it  is  repetitious. 

Q.     (By  Mr.  Griffin) :    Let's  pass  the  epithet. 

A.  All  right;  then  I  called  Mr.  Kachlein  and 
he  said  he  was  going  to  go  to  Tacoma  with  Mr. 
Taylor  and  he  would  talk  to  Mr.  Taylor  about  it — 
who  we  should  get  as  the  accountants  for  the  com- 
pany in  Hicks  Taylor's  absence,  and  not  only  while 
the  business  was  being  operated. 

And  when  he  came  back,  he  said  he  talked  to 
Mr.  Taylor  and  they  decided  between  themselves  I 
ought  to  go  ahead  and  make  contact  with  Mr.  Trem- 
per's  office,  and  secure  their  services,  and  that  is 
when  we  hired  the  accountants. 

Q.  Did  you  personally  contact  Mr.  Tremper's 
firm  %  A.     Yes. 

Mr.  Moriarty:  Objected  to  as  not  proper  redi- 
rect. 
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The  Court:  This  is  meeting  Mr.  LeSourd's  ex- 
amination; is  that  correct1? 

Mr.  Griffin:  Both  Mr.  LeSourd's  examination 
and  [3181]  Mr.  Moriarty's. 

The  interruption  was  in  Mr.  Moriarty's  question. 
He  never  let  him  complete  the  answer. 

Mr.  Moriarty:    I  didn't  intend  to. 

The  Court:  Objection  overruled.  Do  you  have 
the  question  in  mind? 

The  Witness :    Yes. 

A.  I  went  to  Mr.  Tremper's  office  and  we  se- 
cured their  services  to  start  in  checking  over  the 
books  and  checking  over  the  records  and  keeping 
the  books  for  the  Hans  Forster  enterprises — of  all 
my  different  companies. 

Q.  (By  Mr.  Griffin)  :  As  of  that  time,  were  you 
aware  of  any  discrepancy  in  the  books  of  any  kind? 

A.     ISTo,  I  wasn't. 

O.  When — I  think  you  have  testified  that  Mr. 
Hall  was  at  the  Tssaquah  Bank;  is  that  right? 

A.     Well,  yes,  and  he  was  president  of  the 

Mr.  Moriarty:  (Interposing)  Just  a  moment.  I 
ill  ink  it  is  answered. 

A.     (Continuing)  Yes. 

Q.  (By  Mr.  Griffin) :  All  right;  and  Donaldson 
and  Strack  of  the  Peoples  Bank  in  Seattle?  [3182] 

A.     That  is  right,  yes. 

Q.  Now,  when  you  conferred  with  them  about 
loans,  did  you  consider  any  of  them,  your  financial 
advisers  ? 
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.Mr.  Moriarty:  Objected  to  as  not  proper  redi- 
rect, and  calling  for  a  conclusion  of  the  witness. 

The  Court:    Objection  overruled. 

A.  No,  I  didn't  consider  them  financial  advisers. 
That  was  the  place  I  went  to  borrow  the  money, 
and  that  is  the  people  I  had  to  see.  They  were  in 
charge  of  the  loan  department. 

Q.  (By  Mr.  Griffin) :  Who  did  you  consider 
your  financial  adviser  all  those  years? 

Mr.  Moriarty:  Objected  to  as  repetitious.  Not 
proper  redirect.   It  has  been  gone  over. 

The  Court :    It  was  covered  by  the  answers. 

Mr.  Griffin:  Extensive  cross-examination  was 
had  upon  financial  adviser.  I  just  want  the  one 
question,  is  all. 

Mr.  Moriarty:     I  think 

The  Court:  (Interposing)  We  will  overrule  the 
objection  for  that  one  question. 

Q.  (By  Mr.  Griffin  continuing)  :  Who  did  you 
consider  your  [3183]  financial  adviser  all  these 
years?  A.     Hicks  Taylor. 

Q.  Had  you  ever  conferred  with  Mr.  George 
Kachlein  about  any  matter  prior  to  the  latter  part 
of  March,  1950  ? 

A.  I  never  met  Mr.  Kachlein  until  the  latter 
part  of  March,  1950. 

Q.  Now,  you  were  interrogated  as  to  whether 
you  talked  with  Mr.  Erickson  about  milk  prices, 
labor,  and  such  things,  and  Miss  Neukirchen  about 
slow  accounts :  do  you  recall  that !  A.     Yes. 

Q.     Bid  you   discuss,   from   time   to   time,   your 
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business    affairs    with    Erickson,    Neukirchen,    or 

other  employes?  You  can  answer  "yes"  or  "no." 

A.    No. 

Q.  Did  you  ever  at  any  time  discuss  with  any 
one  of  your  employes  the  manner  in  which  the 
books  were  handled?  A.     No. 

Mr.  Moriarty:  I  certainly  think  this  is  not 
proper  redirect.  As  I  recall,  we  had  two  days  of 
this. 

Q.     (By  Mr.  Griffin)  :    Did 

Mr.  Moriarty:  (Interposing)  I  would  like  your 
Honor  [3184]  to  rule  on  my  objection. 

The  Court:  There  is  no  question  pending.  On 
the  next  question? 

Mr.  Moriarty:  May  my  objection  be  noted  at 
this  time? 

Mr.  Griffin:    To  the  next  question? 

Mr.  Moriarty:  Yes;  it  will  be  in  order,  if  your 
Honor  please. 

Q.  (By  Mr.  Griffin)  :  Mr.  Moriarty  asked  you 
if  you  had  made  any  effort  to  find  how  much  tax 
was  due.  Do  you  recall  that  question,  in  substance? 

Mr.  Moriarty:     Yes,  sir. 

Mr.  Griffin :    I  am  asking  the  witness. 

A.  We  made  a  very  definite  effort.  In  fact,  we 
went  as  far  as  going  to  Washington,  Mr.  Kachlein 
and  I,  for  two  days. 

Q.     (By  Mr.  Griffin)  :    Washington,  D.C.? 

A.  Washington,  D.C. ;  and  all  we  got  is  just  a 
run-around  in  different  departments.  I  don't  know 
where  we  went,  but  that  is  all  we  actually  got,  and 
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we  was  very,  very  disappointed  when  we  finally 
didn't  get  any  place.  They  didn't  give  us  any  an- 
swer what  to  do,  and  how  to  do  it,  and  when  to 
do  it.  [3185] 

Mr.  Mori  arty:  I  think  he  should  fix  the  time 
for  this. 

Mr.  Keesling:  If  the  Court  please,  I  didn't  hear 
the  first  part  of  the  answer.   They  were  all  talking. 

The  Court :  I  think  much  of  the  answer  exceeded 
the  question. 

Mr.  Griffin:    Correct. 

Q.  (By  Mr.  Griffin)  :  Will  you  fix  what  time  it 
was,  approximately,  that  you  and  Mr.  Kachlein 
made  this  trip  to  Washington,  D.C.  ? 

A.  It  was  during — I  would  say — either  late  fif- 
ties, or  early  '51s.  I  can't  just  exactly  give  you 
the  date.   I  am  sure  we  could  look  it  up. 

Q.  And  since  that  time,  have  you  been  trying  to 
find  out  what  your  tax  is?  A.    We  sure  have. 

Mr.  Griffin:    That  is  all;  except  for  the 

The  Court:     (Interposing)  One  matter? 

Mr.  Griffin:    The  matter  in  reserve. 

Mr.  Keesling:  If  the  Court  please,  I  didn't  hear 
the  first  part  of  his  answer. 

The  Court:    Do  you  want  the  whole  answer? 

Mr.  Keesling:    Just  the  answer.  [3186] 

The  Court:    Mr.  Reporter,  read  the  answer. 

(Whereupon,  the  following  was  read  by  the 
reporter :) 

"Answer:  It  was  during — I  would  say  either  late 


1428  Hans  Forster  vs. 

(Testimony  of  Hans  Forster.) 

fifties,  or  early  '51s.   I  can't  just  exactly  give  you 

the  date.  I  am  sure  we  could  look  it  up. 

"Question:  And  since  that  time,  have  you  been 
trying  to  find  out  what  your  tax  is? 

"Answer:    We  sure  have." 

The  Court:    Have  you  any  recross? 

Mr.  Moriarty:  I  think  I  might  ask  the  witness 
the  question: 

Recross  Examination 

Q.  (By  Mr.  Moriarty) :  If  you  thought  your 
books  were  in  good  shape  at  the  time  Mr.  Marx 
talked  to  you  on  the  first  occasion,  why  didn't  you 
turn  the  books  over  to  Mr.  Marx  at  that  time? 

A.  Mr.  Marx  never  asked  me.  In  fact,  I  think 
he  told  me  to  get  an  accountant,  and  after  he  told 
me  he  was  the  one  that  took — got  Mr.  Taylor  to 
plead  guilty  in  Tacoma. 

Q.  So,  you  went  right  down  on  Mr.  Marx's 
statement  and  hired  Mr.  Tremper? 

A.  You  told  me  you  didn't  want  me  to  repeat 
it  again.   [3187] 

I  can  tell  you  I  talked  to  Mr.  Taylor,  and  he  told 
me.  I  explained  it  three  times,  and  this  would  be 
the  fourth  time. 

Q.     All  right. 

A.  I  talked  to  Mr.  Taylor  first,  and  after  he 
made  that  statement 

The  Court:  (Interposing)  Is  there  a  question 
now  ? 

Mr.  Moriarty:    I  don't  know.   I  do  not  mean  to 
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be  disrespectful,  but  I  had  asked  the  question,  and 

the  witness  started  to  answer. 

Q.  (By  Mr.  Moriarty)  :  During  the  year,  you 
spent  fourteen  thousand  dollars  on  the  barn,  didn't 
you  also  draw  your  eighteen  thousand  dollar  salary 
from  Issaquah  Creamery  Company? 

A.     I  would  think  so,  yes;  sure. 

Mr.  Moriarty:    That  is  all. 

Recross  Examination 

Q.  (By  Mr.  LeSourd)  :  Mr.  Forster,  Mr.  Grif- 
fin showed  you  a  number  of  checks  from  various — 
from  corporations  that  you  put  into  198,  and  asked 
if  it  didn't  occur  to  you  to  tell  Taylor  about  these 
and  you  said  it  did  not  occur  to  you  to  tell  him 
about  them?  [3188] 

A.  Well,  I  didn't  say  it  didn't  occur  to  me.  I 
said  he  definitely  should  have  known  about  them 
between  being  accountant  and  secretary-treasurer 
for  all  of  the  different  companies,  and  a  lot  of 
those  checks,  in  the  first  place,  he  would  talk  to 
me  about  it,  or  I  talk  to  him  about  it. 

Q.  Mr.  Forster,  Mr.  Griffin  asked  you  question 
after  question  using  the  words,  "Did  it  occur  to 
you?"  I  even  objected  to  it.  Now,  is  it  your  testi- 
mony that  it  did  not  occur  to  you? 

A.     No,  I  answered  his  questions. 

Q.  And  your  testimony  was  that  with  all  these 
various  checks  that  he  showed  you  from  various  of 
your  companies  which  you  put  in  198,  it  did  not 
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occur  to  you  to  tell  Mr.  Taylor  that  you  put  them 

in  198? 

A.  Well,  in  answer  to  your  question,  there  was 
actually  two  different  ways  that  Taylor  knew  about 
it.  In  the  first  place,  being  accountant;  and,  the 
second,  because  we  talked  about  it. 

The  Court:    Just  a  minute,  Mr.  Forster. 

Mr.  Le  Sourd:  Mr.  Forster,  please  answer  my 
question. 

The  Court:    Do  you  want  the  question  read? 

Mr.  Le  Sourd:    Please,  sir.  [3189] 

The  Court:    Mr.  Reporter,  read  the  question. 
(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

Mr.  Griffin:  I  object  to  the  form  of  that  ques- 
tion, if  the  Court  please.  I  used  certain  checks  and 
exhibits  only  in  interrogating  the  witness. 

Mr.  Lo  Sourd :  I  am  talking  about  the  checks 
and  exhibits  that  Mr.  Griffin  used. 

Mr.  Griffin  :    All  right. 

Q.  (By  Mr.  LeSburd) :  Your  testimony  was 
that  it  did  not  occur  to  you  to  tell  Mr.  Taylor  that 
you  had  put  these  checks  in  198;  wasn't  that  your 
testimony'? 

A.     T  figured  T  didn't  have  to. 

Q.  Yes;  now,  was  that  true  of  the  other  checks 
that  cr>me  from  these  various  enterprises  of  yours 
to  Issaquah  Creamery  Company  or  Alpine  Dairy 
that  von  put  in  198? 

Mr.  Griffin :     Objected  to  as  not  recross  exami- 

7  )P* "oil. 
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Mr.  Le  Sourd:  It  is  all  tied  in  with  the  same 
thing,  your  Honor. 

The  Court:  It  looks  to  me,  Gentlemen,  we  are 
dragging  this  out  more  than  necessary.  I  don't 
wish  to  limit  cross-examination,  particularly  on  a 
defendant,  but  [3190]  are  we  not 

Mr.  Le  Sourd:  (Interposing)  I  don't  think  so, 
your  Honor.  The  witness  says  it  didn't  occur  to 
him  to  tell  Mr.  Taylor,  and  I  am  wondering  if  that 
is  these  particular  checks,  or  whether  that  is  true 
of  other  checks  that  he  received. 

The  Court:  As  I  recall,  those  questions  on  re- 
direct were  opened  up,  in  part,  by  some  of  your 
examination. 

Mr.  Le  Sourd:    Yes. 

The  Court:  And  particularly  by  the  broad  ques- 
tion of  Mr.  Moriarty  that  these  deposits  were  made 
by  Mr.  Forster  in  198  and  it  didn't  occur  to  him  to 
tell  or  advise  Mr.  Taylor  about  it. 

Mr.  Le  Sourd:  Yes;  I  didn't  object  to  Mr.  Grif- 
fin asking  about  this,  and  I  thought  it  was  proper 
redirect  examination,  and  I  think  proper  recross  to 
clear  the  matter  up. 

The  Court:  You  may,  if  you  wish  to,  frame  one 
question. 

Mr.  Le  Sourd:  Well,  I  have  one  or  two  ques- 
tions on  this,  your  Honor. 

The  Court :  Well,  we  will  see  where  it  goes.  You 
may  proceed. 

Mr.  Le  Sourd:    Well,  I  have  more  than  that  on 


1432  Hans  Forster  vs. 

(Testimony  of  Hans  Forster.) 

the   [3191]   specific  matters  that  Mr.   Griffin  went 

into. 

The  Court:  I  understand.  If  you  will  reframe 
the  question,  or  do  you  wish  to  have  it  read"? 

Mr.  Le  Sourd:  I  think  I  can  reframe  it,  your 
Honor. 

Q.  (By  Mr.  LeSourd) :  Was  this  true  that  it 
didn't  occur  to  you  to  tell  Mr.  Taylor  about  put- 
ting the  checks  in  198  only  as  to  the  specific  checks 
Mr.  Griffin  showed  you,  or  was  it  true,  also,  as  to 
the  other  checks  coming  from  your  various  business 
enterprises  into  Issaquah  or  Alpine  that  you  put 
in  your  savings  account  ? 

A.  I  can't  answer  "yes"  or  "no."  You  go  ahead 
and  take  the  whole,  of  course.  I  told  you  before 
Mr.  Taylor  knew  all  about  what  went  into  198.  I 
can't  say  "yes"  or  "no,"  if  you  bunch  it  together. 

Q.  Then  your  answer  is,  I  take  it,  that  you  don't 
know;  is  that  your  answer? 

Mr.  Griffin:  I  object  to  the  form  of  that  ques- 
tion. 

My  objection  goes  to  this,  if  the  Court  please:  I 
examined  on  specific  checks.  Testimony  was  not  as 
to  the  discount  checks,  and  I  didn't  examine  as  to 
those,  and  T  didn't  endeavor  to  open.  I  was  re- 
buttal. [3192] 

The  Court:  The  answer,  I  think,  speaks  for 
itself. 

Mr.  Le  Sourd:  Well,  T  don't  think  I  got  any 
answer  to  ray  question,  your  Honor,  but  if  your 
Honor  wishes  rae  to  ero  on 
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The  Court:  (Interposing)  I  will  ask  that  the 
question  be  read,  and  the  answer  read  and  see  if 
your  following  question  is  pertinent. 

(Whereupon,  the  following  was  read  by  the 
reporter:) 

"Question:  Was  this  true  that  it  didn't  occur 
to  you  to  tell  Mr.  Taylor  about  putting  the  cheeks 
in  198  only  as  to  the  specific  checks  Mr.  Griffin 
showed  you,  or  was  it  true,  also,  as  to  the  other 
checks  coming  from  your  various  business  enter- 
prises into  Issaquah  or  Alpine  that  you  put  in  your 
savings  account? 

"Answer:  I  can't  answer  'yes'  or  'no.'  You  go 
ahead  and  take  the  whole,  of  course.  I  told  you 
before  Mr.  Taylor  knew  all  about  what  went  into 
198.  I  can't  say  'yes'  or  'no,'  if  you  bunch  it  to- 
gether. 

"Question:  Then  your  answer  is,  I  take  it,  that 
you  don't  know:  is  that  your  answer?"  [3193] 

The  Court:  T  don't  know  that  that  is  a  proper 
question. 

Mr.  LeSourd :    Very  well. 

The  Witness:    I  gave  him  the  answer. 

Mr.  LeSourd:    I  will  withdraw  it. 

Q.  (By  Mr.  LeSourd)  :  Now,  if  it  didn't  occur 
to  you,  Mr.  Forster,  to  tell  Mr.  Taylor  that  these 
particular  specific  checks  were  being  put  in  198, 
then  you  didn't  tell  him,  did  you? 

A.  I  did  tell  him.  I  just  got  through  testifying 
he  knew  all  about  it,  what  happened  to  198.  A  lot 
of  the  checks  we  had  definite  discussion  about  it. 
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Q.  How  did  you  happen  to  tell  him,  without  it 
having  occurred  to  you  to  tell  him? 

A.    Well,  we  just 

(Whereupon,  there  was  a  brief  pause.) 

Q.     There  is  no  answer  to  that? 

(Whereupon,  there  was  a  brief  pause.) 

A.  Well,  I  just  got  through  telling  you  that 
Taylor  knew  about  every  item  that  went  into  198. 
I  can't  go  ahead  and  make  it  any  more  specific.  I 
don't  know  why  you  are  trying  to  tear  it  apart  and 
set  it  up  a  different  way.  I  can't  tell  you.  I  [3194] 
made  that  statement,  and  it  is  true,  and  I  know  it. 
What  should  I  say? 

Q.  Now,  when  I  was  inquiring  of  you  about  the 
1949  year-end  adjustments,  you  said  that  what  Mr. 
Taylor  was  talking  about  was  the  monthly  profit 
for  December.  Mr.  Griffin  inquired  whether  you 
were  talking  about  annual  figures  for  the  year 
1949. 

Now,  will  you  please  clear  up  for  me  whether 
in  that  discussion  about  the  year  1949  with  Mr. 
Taylor,  were  you  talking  about  December  figures 
or  yearly  figures'? 

Mr.  Griffin:  Just  a  moment.  Objected  to  as  not 
redirect;  covered  by  counsel  time  after  time. 

The  Court:  I  will  overrule  the  objection.  Do 
you  have  the  question  in  mind,  Mr.  Forster? 

The  Witness:    Yes. 

A.  Well,  we  had  the  November  statement  in 
front  of  us.  We  had  the  total,  and  it  showed  a  loss 
of  nine  thousand  dollars ;  and  then  he  come  in  with 
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the  rough  figure  of  between  twenty  and  twenty-five 
thousand  dollars,  which  should  make  up  a  rough 
figure  of  the  yearly  set-up.  He  didn't  give  me  a 
statement  for  December.  He  just  come  in  with  some 
figures  he  had  in  his  work  sheet,  and  we  went  over 
it,  and  that  is  the  time  we  talked  about  sales,  and 
that  is  the  time  I  told  [3195]  him  he  better  try  to 
take  a  look  at  the  figures  again  and  see  if  there 
wasn't  something  wrong  about  it,  because  it  was 
'way  out  of  line,  compared  to  the  sales  before. 

Q.  (By  Mr.  LeSourd) :  So  that  you  were  talk- 
ing about  the  yearly  figures'? 

Mr.  Griffin:  I  submit  he  testified  what  they 
talked  about. 

Mr.  LeSourd:  Very  well,  your  Honor,  I  will 
proceed  from  that. 

Q.  (By  Mr.  LeSourd  continuing) :  Now,  I  be- 
lieve, when  I  w7as  examining  you,  you  said  that  this 
yearly — this  annual — profit  for  1949  was  $127,000 
— something  like  that .? 

A.  I  said  between— between  $115,000  and  $120,- 
000.  I  really  don't  know.  It  was  over  one  hundred 
thousand  dollars.  If  you  got  the  figure  there,  I 
don't  know. 

Q.  What  is  your  testimony?  It  was  around  one 
hundred  and  fifteen,  or  one  hundred  and  twenty  ? 

A.     I  said  over  one  hundred  thousand  dollars. 

Mr.  Griffin:    Not  proper  redirect,  your  Honor. 

The  Court:  Just  a  moment.  There  was  a  [3196] 
preliminary  question,  and  the  witness  reviewed  in 
response,  so 
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Mr.  LeSourd :    That  is  right,  your  Honor. 

The  Court:  (Continuing)  So,  I  assume  you  have 
to  clear  that  issue. 

Mr.  LeSourd:  My  recollection  is  he  said  one 
hundred  twenty-seven  thousand  to  me  and  one  hun- 
dred ten  or  one  hundred  fifteen  thousand  to  Mr. 
Griffin. 

Q.  (By  Mr.  LeSourd) :  And,  I  want  to  find  out 
what  figure  it  was  that  was  shown  to  you  by  Mr. 
Taylor  at  the  end  of  this  year? 

A.  I  told  you  before  it  was  over  one  hundred 
thousand  dollars.  He  showed  twenty-five  thousand 
dollars  profit  in  December,  so  it  must  have  been  one 
hundred  thousand  before.  I  can't  tell  you.  I  know 
it  was  out  of  line,  because  it  showed  three  times 
as  much  as  the  year  before,  with  the  figures  he  had, 
and  with  approximately  the  same  amount  of  sales. 
That  is  all  I  can  remember.  I  haven't  taken  a  look 
at  the  statement,  since  that  time. 

Q.  Was  the  figure  over  one  hundred  twenty 
thousand  that  he  showed  you? 

A.     I  know  it  was  over  one  hundred  thousand. 

Q.    Was  it  over  one  hundred  twenty  thousand? 

Mr.  Griffin:    I  object  as  not  re-redirect. 

The  Court:    Objection  sustained. 

Mr.  LeSourd:    May  we  have  259  and  259-A? 

(Whereupon,   exhibits  were   handed   to   Mr. 
LeSourd  by  the  clerk.) 

Q.  (By  Mr.  LeSourd) :  At  the  time  that  you 
went  over  these  figures,  you  had  the  November  fig- 
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ure  before  you,  I  think  you  said,  in  Mr.  Taylor's 

worksheet  ? 

A.  I  didn't  have  it  in  front  of  me.  He  had  it 
in  front  of  him. 

Q.     But  you  had  it  in  the  discussion? 

A.     That  is  right,  yes. 

Q.  Now,  handing  you  Plaintiff's  Exhibit  259-A, 
this  is  Mr.  Taylor's  worksheet  for  November  30, 
1949,  for  Issaquah  Creamery  Company.  Would  you 
give  us  the  amount  of  the  net  profit  for  the  year 
to  date,  up  to  that  time? 

A.     $121,000,  $133.54   ($121,133.54.) 

Q.  So  that,  if  Mr.  Taylor  told  you  the  profit  for 
December  was  twenty  or  twenty-five  thousand  dol- 
lars, what  would  that  have  made  the  figure  he  gave 
you? 

Mr.  Griffin:  Objected  to  as  argumentative  [3198] 
and  not  redirect,  upon  anything,  if  the  Court  please. 

The  Court:  Objection  overruled.  This  issue  has 
been  gone  into  on  each  examination  back  and  forth, 
and  I  assume  that  it  will  take  days,  so  that — go 
ahead. 

Mr.  LeSourd:  Just  trying  to  clear  up  the  am- 
biguity. 

The  Court:  The  question  is,  if  it  doesn't  become 
more  confusing;  so,  go  ahead. 

The  Witness:    It  does  to  me,  your  Honor. 

Q.  (By  Mr.  LeSourd)  :  You  got  the  net  profit 
of  $121,133.54  at  the  end  of  November ;  now,  if  you 
added  the  December  profit  of  twenty  or  twenty-five 
thousand,  what  would  vou  have? 
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A.     That  would  be  145  or  146  thousand. 

Q.  Mr.  Taylor  never  gave  you  any  such  figure, 
did  he?  A.     Which  figure? 

Q.     For  the  year? 

A.  He  never  furnished  us  with  that  figure,  if 
that  is  what  you  mean. 

Q.  I  am  talking  about  the  figure  for  1949  that 
you  took  exception  to. 

A.  It  was  over  $100,000,  I  told  you.  He  told 
me  [3199]  there  was  twenty-five  thousand  dollars' 
profit  in  the  month  of  December. 

Q.  You  said  that  Taylor  kept  the  books  at  Apex 
Farms  1 

A.  I  said  he  supervised  the  books  at  Apex 
Farms. 

Q.    What  did  Mr.  Keck  do  up  there? 

Mr.  Griffin:    Objected  to  as  not  redirect. 

Mr.  LeSourd:  Going  on  with  the  direct  ques- 
tions. 

The  Court:    Objection  overruled. 

A.  Mr.  Keck  was  under  his  supervision,  and 
office  manager,  like  Mr.  Erickson  was. 

Q.  (By  Mr.  LeSourd) :  The  checks  written 
from  Apex  Farms,  and  Finstad  and  Utgard  and 
Arctic  Gardens  were  perfectly  legitimate  checks  to 
pay  legitimate  expenses;  weren't  they? 

A.  As  far  as  I  was  concerned,  there  wasn't — 
in  any  one  of  the  transactions  was  anything  legiti- 
mate. 

Q.  And  the  difficulty  was  that — excuse  me,  the 
difficulty  with  it,  so  far  as  this  case  is  concerned, 
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that  when  the  checks  got  to  Issaquah  they  were  put 
into  198  instead  of  Issaquah  Creamery  Company 
or  Alpine  Dairy  account;  isn't  that  right?  [3200] 

A.  It  looks  to  me  like  the  difficulty  was  that 
Mr.  Taylor  didn't  report  them. 

Q.  Your  problem  was  that  when  they  got  to 
Issaquah  they  went  into  198;  isn't  that  right? 

A.  That  wasn't  the  problem.  As  far  as  198  was 
concerned,  I  figured  everybody  knew  about  it. 

Q.  But  there  was  no  problem  involved  in  the 
writing  of  those  checks  by  Arctic  Gardens  or  Apex 
Farms,  was  there? 

A.  What  do  you  mean?  Hicks  Taylor  wrote 
Arctic  Gardens  checks  and  in  most  instances, 
brought  them  out  and  gave  them  to  me. 

Q.  A  perfectly  valid  good  check  for  a  legiti- 
mate business  expense?  A.     That  is  right. 

Q.  Now,  you  testified  that  Mr.  Erickson  wrote 
your  letters ;  is  that  right  ? 

A.  Well,  whatever  letters  I  wrote,  Mr.  Erickson 
wrote. 

Q.  Do  you  still  say  he  didn't  work  under  your 
supervision  ? 

A.  Well,  he  was  an  employee,  just  like  any 
employee  was  in  all  the  rest  of  the  plants. 

Q.  And  you  say  that  you  did  not  confer  with 
Mr.  Kachlein  about  any  matters  before  the  latter 
part  of  [3201]  March,  1950? 

A.     That  is  right,  yes. 

Q.     Did  you  hear  Mr.  Egeness's  testimony  here? 

A.     Yes. 
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Q.  Do  you  recall  his  testifying  that  Mr.  Kach- 
lein  was  involved  in  the  February  28th  payments 
to  Mrs.  Finstad? 

Mr.  Griffin:  Just  a  moment.  I  object  to  that 
question — assuming  something  not  in  evidence,  if 
you  are  basing  it  upon  the  date  of  February  28th. 

The  Court:  Do  you  have  a  transcript,  Mr.  Le- 
Sourd? 

Mr.  LeSourd:     Pardon? 

The  Court:    Do  you  have  a  transcript? 

Mr.  LeSourd:    Yes,  I  have. 

Mr.  Griffin:  Interested  in  those  final  payments 
and  doing  anything  prior  to  March,  1950? 

Mr.  LeSourd :   I  have  the  transcript,  your  Honor. 

Q.  (By  Mr.  LeSourd)  :  Do  you  recall  the  testi- 
mony, Mr.  Forster,  of  Mr.  Egeness? 

Mr.  Moriarty:    What  page? 

Mr.  LeSourd:    Page  92.  [3202] 

Q.  (By  Mr.  LeSourd  continuing):  "Question: 
Do  you  know  whether  or  not  these  final  payments 
to  Mrs,  Finstad  were  made " 

Q.  (By  Mr.  Griffin)  :  "Do  you  know  whether 
or  not  these  final  payments  to  Mrs.  Finstad  were 
made  after  accountants  or  attorneys  other  than  Mr. 
Taylor  began  an  investigation  of  the  affairs  of  Fin- 
stad and  Ut^ard?" 

And  the  answer: 

"Yes,  T  believe  it  was  after — I  believe  it  was 
after  Mr.  Kachloin  came  into  the  picture.  I  am 
not  positive  on  that,  though." 

Do  you  recall  that  testimony? 
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A.  No,  I  don't  recall  it,  but  I  still  think  that 
is  the  first  time  I  met  Mr.  Kachlein,  the  latter  part 
of  March,  and  that  is  the  time  we  talked  to  him 
about  taking  over  the  escrow  agreement  of  Mr. 
Croson's. 

Q.  You  were  asked  by  Mr.  Griffin  as  to  the 
checks  to  Mrs.  Finstad,  whether  or  not  it  occurred 
to  you  to  tell  Mr.  Taylor  about  them,  and  you  said 
"No." 

Do  you  mean  by  that  that  you  knew  about  those 
checks  ? 

A.  I  knew  Mrs.  Finstad  was  being  paid  out  of 
Finstad  and  Utgard  for  the  contract. 

Q.  And  you  knew  she  was  being  paid  through 
Mr.  Egeness's  salary,  also?  [3203] 

A.  Of  course  not.  I  don't  know  how  we  handled 
it  in  the  books.  I  knew  we  bought — I  had  to  pay  off 
the  contract,  and  I  knew  we  didn't  pay  it;  it  came 
out  of  the  company,  just  like  the  last  two  checks. 
How  Mr.  Taylor  handled  it  on  the  books,  Mr.  Le- 
Sourd,  I  can't  tell  you. 

Mr.  LeSourd:    That  is  all. 

Mr.  Keesling:     I  have  no  questions. 

Mr.  Griffin:     That  is  all,  Mr.  Forster. 

The  Witness:    I  don't  believe  it. 

(Whereupon,  there  was  laughter.)  [3204] 
***** 
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PHILIP  A.  STRACK 
upon  being  called  as  a  witness  for  and  on  behalf 
of  the  Defendant  Forster,  and  upon  being  first  duly 
sworn,  testified  as  follows: 

Direct  Examination 

The  Clerk :  I  want  your  full  name,  and  the  spell- 
ing of  your  name,  please. 

The  Witness:  Philip  A.  Strack,  P-h-i-1-i-p  A. 
S-t-r-a-c-k  (spelling). 

Q.  (By  Mr.  Brody)  :  Will  you  please  state  your 
full  name  for  the  record,  Mr.  Strack? 

A.     Philip  A.  Strack. 

Q.     Where  do  you  reside,  Mr.  Strack? 

A.     At  the  present  time,  in  Bellevue. 

Q.     And  what  is  your  occupation? 

A.  I  am  associated  with  the  Peoples  National 
Bank. 

Q.  What  is  your  present  position  at  the  Peoples 
National  Bank? 

A.     Chairman  of  the  Executive  Committee. 

Q.  And  how  long  have  you  been  with  the  Peoples 
Bank?  A.     Since  May  of  1930. 

Q.  And  what  positions  have  you  held  at  the 
Bank  [3226]  since  you  came  to  the  Bank  in  May, 
1930? 

A.  Assistant  Vice  -  President,  Vice  -  President, 
Executive  Vice-President,  President,  and  Chairman 
of  the  Executive  Committee,  and  a  Director. 

Q.     And 

A.  (Continuing)  And  a  member  of  the  Board 
of  Directors. 
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Q.  Are  you  acquainted  with  Mr.  Hans  Forster, 
one  of  the  Defendants  in  this  case? 

A.     Yes,  I  am. 

Q.  And  can  you  state  what  your  first  contact 
with  Mr.  Forster  was? 

A.  Well,  approximately  1931  or  1932,  I  met  him 
as  a  result  of  the  fact  that  our  bank  had  acquired, 
by  foreclosure,  a  stock  certificate  which  represented 
one-half  of  the  stock  of  the  Issaquah  Creamery 
Company,  or  approximately  one-half  of  the  stock 
of  the  Issaquah  Creamery  Company. 

Q.  And  can  you  say  how  that  resulted  in  your 
contact  with  Mr.  Forster? 

A.  He  was  the  manager  of  the  Issaquah  Cream- 
ery Company,  and  I  asked  one  of  my  associates  to 
go  out  and  visit  with  him,  and  advise  him  we  held 
the  balance  of  the  stock.  We  understood  he  was  the 
owner  of  the  remainder  of  the  stock,  and  as  a  result 
of  that,  he  came  [3227]  in  the  bank  within  the  next 
few  days,  and  I  met  him  and  talked  with  him  about 
the  affairs  of  the  company. 

Q.  Was  Mr.  Forster  thereafter  a  customer  of 
your  bank? 

A.  Yes,  I  believe  continuously  since,  through 
his  enterprises  or  personally. 

Q.  And  are  you  acquainted  with  L.  Hicks  Tay- 
lor, another  one  of  the  defendants  here? 

A.    Yes,  I  am. 

Q.  And  did  you  meet  Taylor  in  connection  with 
Mr.  Forster's  enterprises? 

A.    I  believe  I  met  Mr.  Taylor  before  I  came 
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in  contact  with  him,  as  a  result  of  his  being  asso- 
ciated with  Forster. 

Q.  And  did  you  have  any  business  dealings  with 
Mr.  Taylor  prior  to  your  knowing  Mr.  Forster? 

A.  No  definite  business  dealings.  He  was  also  a 
customer  of  our  bank,  and  I  knew  him  in  that  re- 
spect. 

Q.  And  did  you  know  Mr.  Harold  Erickson,  who 
is  a  third  defendant  in  this  case? 

A.     No,  I  do  not. 

Q.  Now,  can  you  state,  following  your  first  ac- 
quaintance with  Mr.  Forster,  what  your  relation- 
ship to  him  was?  [3228] 

A.  Well,  that  of  his  banker;  listening  to  his  re- 
quests for  financing,  which  he  did  request  from 
time  to  time,  and  having  various  negotiations  with 
him  along  that  line. 

Q.  Did  Mr.  Taylor  ever  participate  in  the  nego- 
tiations which  you  had  with  Mr.  Forster? 

A.     Oh,  yes ;  on  many  occasions. 

Q.  And  will  you  state  what  his  participation 
was  ? 

A.  Well,  he  replied  to  our  questions  concerning 
the  financial  statements  and  the  finances  of  the 
business,  the  financial  statements  which  were  fur- 
nished to  us  to  support  the  credit  applications. 

Q.  Did  he,  from  time  to  time,  accompany  Mr. 
Forster  to  the  bank? 

A.     Yes,  on  many  occasions. 

Q.  Now,  in  your  dealings  with  Mr.  Forster, 
whom  did  you  represent? 
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A.     The  Peoples  National  Bank. 

Q.  And  whose  interests  were  you  looking  after 
in  your  dealings  with  Mr.  Forster? 

A.     Those  of  the  bank. 

Q.  And  if  a  loan  were  favorable  to  Mr.  Forster, 
and  unfavorable  to  the  bank,  what  would  your 
reaction  on  the  loan  be?  [3229] 

A.     I  think  we  would  have  had  to  decline  it. 

Q.  In  other  words,  will  you  state  whether  you 
were  intending  to  act  as  a  personal  financial  ad- 
viser to  Mr.  Forster? 

A.  No,  I  had  one  function,  and  that  was  to 
represent  the  bank.  Originally,  to  recover,  if  we 
could,  the  amount  that  was  represented  by  this 
original  half  interest,  or  approximate  half  interest, 
in  this  Issaquah  Creamery  Company,  and  then  later 
to  finance,  as  best  we  could,  the  operations  of  Hans 
Forster. 

Q.  Now,  did  you  receive  periodic  financial  state- 
ments of  Mr.  Forster's  enterprises,  and  Mr.  For- 
ster, personally'? 

A.  Annually,  all  those  we  were  financing,  at 
least,  and,  on  occasions,  interim  statements  at  other 
dates  than  those  of  the  closing  of  their  year  end. 

Q.  Do  you  know  who  made  up  those  statements 
which  were  submitted  to  you? 

A.     Well,  we 

Mr.  Moriarty:  (Interposing)  Answer  that  "yes" 
or  "no". 

Q.  (By  Mr.  Brody) :  Do  you  know  who  made 
them  up? 
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A.     Do  I  know  who  made  them  up?  [3230] 

Mr.  Moriarty:    That  is  the  question. 

A.  (Continuing)  No,  I  can't  say  I  know  who 
made  them  up. 

Q.  (By  Mr.  Brody)  :  Now,  if  you  had  any  ques- 
tion concerning  those  statements,  to  whom  would 
you  apply  for  information?  A.     Mr.  Taylor. 

Q.  And  have  you  ever  asked  Mr.  Forster  for  any 
type  of  explanation  of  questions  arising  from  his 
statements  ? 

A.  From  time  to  time,  especially  in  the  early 
years,  but  without  any  result. 

Q.  And  if  you  obtained  no  result  from  him,  what 
would  you  then  do? 

A.     We  would  ask  Mr.  Taylor. 

Q.  And  the  statements  that  were  submitted  to 
you,  did  you  rely  on  them  as  Mr.  Taylor's  work? 

A.  Yes,  we  considered  them  as  Mr.  Taylor's 
work  and  our  decisions  on  credit  were  based  on 
those  figures. 

Q.  Now,  in  the  years  1945  through  1949,  can  you 
recall  any  specific  transactions  in  which  you  dealt 
with  Mr.  Hans  Forster  on  his  enterprises? 

A.     Any  specific  transactions? 

Q.     That  is  right.  [3231] 

A.  Well,  the  only  ones  I  can  recall  are  a  series 
of  discussions  which  we  had  concerning  the  con- 
struction of  the  ice  cream  plant. 

Q.  And  can  you  state  briefly  what  the  subject- 
matter  of  those  discussions  was? 

A.     Well,  Mr.  Forster  was  desirous  of  building 
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a  new  plant  for  the  Alpine  Ice  Cream  Company, 
and  we  had  several  discussions  with  reference  to 
the  money  he  needed  to  pay  for  the  cost  of  the  con- 
struction and  for  the  equipment. 

There  were  several  propositions  discussed  before 
we  finally  came  to  a  definite  deal. 

Q.  In  what  manner  was  it — did  the  bank  ulti- 
mately participate  in  financing  of  that  construction  ? 

A.  We  made  a  loan  to  Alpine  Ice  Cream  Com- 
pany. 

Q.     And  was  that  a  secured  or  unsecured  loan? 
A.     Unsecured  loan. 

Q.  And  can  you  state  on  what  basis  you  made 
an  unsecured  loan  to  the  Alpine  Ice  Cream  Com- 
pany for  that  construction? 

A.  With  the  endorsement  of  Hans  Forster  per- 
sonally. 

Q.  And  did  you  make  any  inquiry  as  to  Hans 
Forster's  personal  assets?  [3232] 

A.     Yes,  we  did. 

Q.  Prior  to  accepting  his  personal  endorsement 
and  guarantee? 

A.  Yes,  I  did.  In  one  of  the  original  discussions, 
his  personal  financial  affairs  were  explained  to  us 
in  some  detail. 

Q.  Now,  can  you  recall  who  was  present  at  that 
discussion  when  his  personal  financial  affairs  were 
explained  ? 

A.  I  can't  pin  it  down  to  one  discussion.  I  think 
there  were  several,  but  the — in  one  or  two  discus- 
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sions,  I  will  say  Mr.  Forster  and  Mr.  Taylor  were 

present. 

Q.  Now,  can  you  recall  being  present  at  such 
a  discussion  on  February  12,  1948  ? 

A.  I  couldn't  specify  the  date,  without  referring 
to  our  credit  files. 

Q.  Now,  I  will  show  you,  in  order  to  refresh 
your  recollection,  if  it  will,  Defendants'  Exhibit 
A-l,  which  are  sheets  from  your  credit  file,  and 
Alpine  Ice  Cream  Company.  Does  that  serve  to 
refresh  your  recollection  as  to  the  events  of  Feb- 
ruary 12th? 

A.  Well,  my  recollection  is  that  we  had  a  dis- 
cussion earlier  in  1948  concerning  this  matter,  and 
this  would  indicate  that  they  were  held  on,  or  just 
[3233]  prior  to,  February  12,  1948. 

Q.    And  who  was  present  at  those  discussions? 

A.     Mr.  Taylor  and  Mr.  Forster. 

Q.  And  can  you  state  what  assets  of  Mr.  Forster 
were  mentioned  in  this  review  of  his  personal  finan- 
cial situation? 

A.  Well,  there  was  specifically  mentioned  that  he 
had  a  substantial  savings  account,  and  also  a  hold- 
ing of  Government  bonds. 

Q.  And  were  the  extent  of  that — now,  where 
was  that  savings  account,  mainly  in  the  bank  at 
Issaquah  ? 

A.  No,  partially  in  the  bank  at  Issaquah,  and 
partially  with  us. 

Q.  And  was  the  extent  of  the  account  in  Issa- 
quah mentioned  or  revealed? 
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A.  My  recollection  is  that  there  was  about  two 
hundred  thousand  dollars  in  savings  funds  involved. 

Mr.  Brody:    You  may  inquire. 

Cross  Examination 

Q.  (By  Mr.  Patten) :  Mr.  Strack,  you  referred 
to  various  financial  statements  which  Mr.  Forster 
filed  with  your  bank.  You  stated  that  you  relied 
upon  those  financial  statements,  in  making  loans; 
is  that  correct,  sir?  [3234] 

A.     That  is  right. 

Q.  Whose  signature  appeared  on  those  financial 
statements  ? 

A.  I  would  say  largely  Hans  Forster's  signa- 
ture. 

Q.  Yes,  sir;  in  reference  to  this  conference 
around  February  12th,  1948,  at  which  was  discussed 
the  financing  of  the  Alpine  Ice  Cream  Company,  I 
understand  that  the  bank  required  certain  addi- 
tional information  concerning  Mr.  Forster's  per- 
sonal assets  as  distinguished  from  his  business  as- 
sets; is  that  correct? 

A.  Well,  we  had  his  personal  financial  state- 
ment at  that  moment,  and  it  was  explained  where 
the  cash  was  held,  how  it  was  held. 

Q.  I  understood  from  your  testimony  that  there 
was  some  discussion  as  to  the  nature  and  extent 
of  these  assets;  is  that  correct,  sir? 

A.    Yes. 
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Q.  Who  supplied  that  information  and  the  dis- 
cussion, sir? 

A.  That  would  be  difficult  for  me  to  state  at  this 
time. 

Q.  Did  Mr.  Forster  or  Mr.  Taylor  supply  that 
information?  [3235] 

A.  I  wouldn't  attempt  to  say.  I  just  don't  re- 
call. I  know  in  the  discussions  it  was  brought  out, 
but  whether  it  was  mentioned  by  Mr.  Forster  or 
Mr.  Taylor,  I  couldn't  recall  at  this  time. 

Q.  Now,  in  the  discussion  of  the  feasibility  of 
merging  the  Arctic  Gardens  with  the  Alpine  Ice 
Cream  Company;  or,  rather,  changing  the  corpo- 
rate name,  were  these  discussions  of  changing  the 
corporate  name  of  Arctic  Gardens  to  Alpine  Ice 
Cream  Company  and  the  bringing  the  business  of 
the  Ice  Cream  business  into  that  corporation,  was 
that  the  discussions  to  which  you  have  reference? 

A.  Well,  that  was  part  of  the  discussion  at,  ap- 
proximately that  period  of  time,  but  whether  that 
took  place  in  the  same  discussions,  I  couldn't  recall 
at  this  time. 

Q.  Were  the  advantages  or  disadvantages  of  this 
arrangement  discussed  ? 

A.  At  some  time  or  anotHer,  in  the  discussions 
at  approximately  that  time,  I  have  recollection  that 
the  Arctic  Gardens,  the  old  corporate  structure  of 
Arctic  Gardens  was  going  to  be  used  for  Alpine 
Dairy,  but  that  is  the  extent  of  my  recollection  of 
those  discussions. 
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Q.  What  was  the  advantage  of  that  arrange- 
ment, [3236]  sir/ 

A.     I  wouldn't  have  any  way  of  knowing. 

Q.  Would  reference  to  your  notes  refresh  your 
memory  on  that? 

(Whereupon,  witness  examined  some  papers.) 

Q.     (Continuing)  I  hand  you  Exhibit  135. 

A.    Yes? 

Q.  Isn't  it  a  fact  that  tax  advantages  were  one 
of  the  reasons  for  this  arrangement,  sir? 

A.  Well,  they  apparently  were  explained  to  me 
at  that  time,  according  to  this  memorandum  which 
I  wrote  on  April  6,  1950.  No,  which  Mr.  Donaldson 
wrote;  not  myself. 

Q.  Can  you  tell  who  explained  the  tax  advan- 
tages of  this  arrangement,  sir? 

A.     No,  I  cannot. 

Mr.  Patten  :    Thank  you  very  much. 

Mr.  LeSourd:    Is  that  all? 

Mr.  Patten:    Yes. 

Cross  Examination 

Q.  (By  Mr.  LeSourd)  :  Mr.  Strack,  as  a  banker 
representative  of  the  bank,  were  you  interested  in 
the  financial  success  of  the  customers  to  whom  you 
had  loaned  money? 

A.  Yes;  that  is  always  a  consideration.  [3237] 
The  primary  one,  of  course,  being  the  protection  of 
the  bank's  interest. 

Q.  The  bank  is  better  protected  if  the  customer 
is  successful;  isn't  it?  A.     That  is  true. 
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Q.  And  from  time  to  time,  did  you  not  discuss 
with  Mr.  Forster  the  financial  problems  in  his  vari- 
ous enterprises'?  A.     Yes,  we  did. 

Q.  From  time  to  time,  did  you  not  discuss  with 
Mr.  Forster  the  matter  of  acquisition  of  the  vari- 
ous new  businesses? 

A.     After  they  were  acquired. 

Q.  You  don't  recall  any  discussion  before  busi- 
nesses were  acquired? 

A.  Probably  so,  but  in  most  cases,  we  got  into 
the  discussion  after  the  deal  had  been  made. 

Q.  But  there  were  some,  were  there,  where  Mr. 
Forster  talked  to  you  before  he  went  about  ac- 
quiring businesses  ? 

A.  Mr.  LeSourd,  I  have  no  recollection  of  any 
definite 

Q.  (Interposing)  It  has  been  quite  some  time, 
I  know.  Do  you  recall  Apex  Farms,  as  to  whether 
the  Bank  recommended  or  suggested  to  Mr.  Fors- 
ter the  [3238]  acquisition  of  that  enterprise? 

A.  No ;  I  do  have  some  recollection  of  that,  now 
that  you  recall  that  name.  Mr.  Forster  originally 
suggested  it,  and,  because  I  knew  both  parties,  I  did 
enter  into  some  preliminary  negotiations  at  the 
point  that  a  conclusion  was  expressed.  I  simply 
stepped  out,  and  from  there  on,  the  deal  was  made 
without  any  outside  assistance. 

Q.  Do  you  recall  making  recommendations  to 
Mr.  Forster,  I  think  about  1940,  concerning  the 
building  of  a  milk  plant  on  Rainier  Avenue,  and 
hiring  of  architects,  and  other  such  things? 
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A.  Not  specifically,  Mr.  LeSourd.  That  has  been 
a  long  time  ago. 

Q.  Yon  would  have  to  refer  to  your  credit  notes 
as  to  that,  would  you?  Do  you  recall  any  other 
acquisitions,  or  building,  or  purchases,  that  Mr. 
Forster  talked  to  you  about? 

A.     I  can't  recall  any  specific  instances. 

Q.  Well,  as  far  as  your  recollection  goes,  it  is 
possible  that  Mr.  Forster  discussed  various  of  these 
acquisitions  with  you  from  time  to  time,  during 
these  years? 

A.  It  is  possible,  but,  as  I  mentioned  before,  it 
was  usually  after  they  had  been  acquired.  [3239] 

Q.  You  were  asked,  on  direct  examination,  as  to 
whether  in  these  discussions  on  the  Alpine  Ice 
Cream  plant,  it  was  revealed,  or  stated,  as  to  the 
amount  in  these  savings  accounts,  and  your  answer 
simply  said,  I  think,  that  it  was  your  recollection 
that  two  hundred  thousand  dollars  was  involved. 

Do  you  recollect  independently  at  this  time  as  to 
exactly  what  statements  were  made  in  that  respect? 

A.     Exactly   what   statements   were   made? 

Q.     Yes. 

A.  No,  I  couldn't  give  an  exact  statement  that 
was  made  at  that  time. 

Q.  Do  you  recollect  that  it  was  two  hundred 
thousand  dollars  stated  to  be  in  the  savings  ac- 
count? A.     That  is  my  recollection,  yes. 

Q.     Do  you  have  the  May  24,  1947,  notes  there  1 

A.     Of  what  company? 
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Q.     I  think  it  is  Issaquah  Creamery  Company. 

A.     No,  I  have  not. 

Q.  Maybe  Alpine  Dairy ;  do  you  have  the  Alpine 
Dairy  notes  for  that  date? 

A.     Yes;  May  24— what  date? 

Q.     1947.  A.     No.    [3240] 

Mr.  Moriarty :    What  exhibit  do  you  have  ? 

Mr.  LeSourd :    130,  Mr.  Moriarty. 

Q.  (By  Mr.  LeSourd):  Now,  I  take  it,  Mr. 
Strack,  that  the  only  real  recollection  you  have,  in- 
dependent of  the  figures  discussed,  is  the  figure 
$200,000  that  sticks  in  your  mind  from  those  con- 
versations? A.     That  is  right. 

Q.  And  you  can't  recall  today  who  said  what, 
and  what  figures  were  actually  stated? 

A.  Not  specifically  the  words  that  were  said, 
and  by  whom,  no. 

Q.  Referring  you  to  notes  in  your  credit  memo- 
randum, May  24,  1947,  Plaintiff's  Exhibit  130, 
which  bears  the  initials  "P.A.S." — I  take  it  those 
arc  your  initials?  A.     Yes. 

Q.  I  ask  you  to  notice  the  memorandum  on  the 
bottom  of  the  first  page,  and  state  whether  or  not 
that  refreshes  your  recollection  as  to  whether  the 
two  hundred  thousand  dollar  figure,  you  mentioned 
was  savings  account,  or  was  to  include  other  assets? 

A.  Bear  in  mind  that  the  mention  I  made  was  in 
1948.   This  is  May,  1947. 

Q.  This  is  an  entirely  different  conversation 
[3241]  yon  are  talking  about? 

A.     Well,  the  conversations  about  which  I  testi- 
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fied  before  were  those  which  took  place  in  early 
1948,  around  February  12,  as  indicated  by  you  and 
they  concerned  the  desire  of  Mr.  Forster  to  con- 
struct a  new  ice  cream  plant.  This  is,  of  course, 
May,  1947. 

Q.  Yes;  and  in  May,  1947,  do  those  notes  re- 
fresh your  recollection  as  to  some  amount  that  Mr. 
Forster  had  mentioned  to  you  as  being  in  savings 
account  ? 

A.  This  indicated  that  he  had  mentioned  that  he 
had  sixty  thousand  dollars  in  the  savings  account. 

Q.  Do  you  have  any  notes  of  these  conversations 
in  May,  1948? 

Mr.   Cox :     February. 

Q.  (By  Mr.  LeSourd  continuing) :  February, 
1948;  excuse  me. 

A.     Only  what  are  indicated  in  the  credit  file. 

Q.  Is  there  any  direct  indication  in  your  credit 
file  for  that  date  that  statements  were  made  during 
the  conversation  as  to  exactly  the  amount  in  any 
particular  accounts  ? 

A.  Bear  in — may  I  mention  that  this  comment 
was  not  made  by  me?  [3242] 

Q.    I  see. 

A.    If  you  want  to  ask  me  of  my  recollection. 

Q.  I  am  sorry.  I  hadn't  realized  that,  Mr. 
Strack.  Then  I  take  it  that  your  recollection  is  that 
there  was  some  figure  of  two  hundred  thousand  dol- 
lars involved;  that  you  can't  recollect  exactly  what 
was  said,  or  by  whom? 

A.     May  I  say  that  it  was  $200,000  of  available 
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funds?  It  could  have  been  that  that — part  of  that 

was  Government  bonds. 

But,  considering  the  amount  of  investment  that 
Mr.  Forster  was  contemplating  making,  and  that 
we  considered  we  might  be  willing  to  loan  him, 
my  recollection  is  it  was  about  two  hundred  thou- 
sand dollars  in  available  funds,  and  I  might  be 
confused  as  to  whether  they  were  all  in  savings 
account  or  whether  that  included  Government 
bonds. 

Mr.  LeSourd:    That  is  all. 

Mr.  Keesling:     No  questions. 

The  Court:     Anything  more,  Mr.  Brody? 

Mr.  Brody:  Yes,  your  Honor,  I  will  have  a  few 
more  questions. 

Redirect  Examination 

Q.  (By  Mr.  Brody) :  Concerning  the  signatures 
about  which  Mr.  [3243]  Patten  asked  you,  Mr. 
Strack,  why  did  you  require  a  signature  on  the 
statement  that  was  submitted  to  you? 

A.  Well,  the  National  Bank  Examiner  will  not 
consider  a  statement  as  of  any  value  in  his  exami- 
nation unless  it  contains  a  signature,  so  we  either 
obtain  a  signature  of  an  accountant,  or  an  officer 
of  the  corporation;  usually  an  officer  of  the  cor- 
poration. 

Q.  And  if  Mr.  Forster's  signature  appeared  on 
the  statements,  on  whom  did  the  Bank  rely  for  the 
accuracy  and  reliability  of  the  statements? 

A.     Wo  relied  on  Mr.  Taylor. 
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Q.     Well,  did  you,  in  fact,  rely  on  Mr.  Forster 

as  the  author  of  those  statement-  '. 

A.     No,  we  did  not. 

Mr.  Brody:  Your  Honor,  there  has  been  discus- 
sion and  cross-examination  concerning  certain  en- 
tries in  these  credit  files.  I  wonder  if  I  might  have 
permission  to  read  to  the  Jury  the  entries  from 
February  12,  1948,  which  is  Defendants'  Exhibit  1  ? 

The  Court :    That  is  admitted,  is  it  ? 

Mr.  Brody:     Yes. 

The  Court.:     In  all  respect e  '. 

Mr.  Brody:    Yes. 

The  Court:     You  may  read  it. 

Mr.  Brody:  The  entry  for  February  12,  1948, 
[H244]  'T.A.S.,"- an  abbreviation  for  Philip  A. 
Strack — "has  had  several  discussions  with  Hans 
Forster  and  his  accountant,  Hicks  Taylor,  over  fi- 
nancing of  a  new  ice  cream  plant  on  their  present 
property  on  4058  Rainier  Avenue.  It  is  anticipated 
that  the  plant  and  equipment  will  cost  approxi- 
mately $200,000  and  while  they  originally  asked  for 
a  maximum  loan,  they  have  now  agreed  that  they 
can  get  by  with  a  mortgage  loan  of  $100,000.  We 
have  been  supplied  with  financial  statements  as  of 
December  31,  1947,  from  Issaquah  Creamery  Com- 
pany, Incorporated,  Alpine  Dairy,  Apex  Farms, 
Incorporated,  and  Finstad  and  Utgard,  Incorpor- 
ated. Hans  Forster  has  with  the  Washington  State 
Bank,  Issaquah,  approximately  $100,000  on  deposit. 
He  has  better  than  $60,000  on  deposit  in  our  savings 
account.  He  owns  free  and  clear  fiftv  thousand  dol- 
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lars  in  U.  S.  Treasury  Bonds,  and  has  securities 
which  have  a  market  value  of  approximately  $24,- 
000.  He  will  sell  his  securities  and  use  some  of  his 
reserves  to  cover  the  difference  between  a  $100,000 
mortgage  and  the  cost  of  the  building.  We  have 
asked  that  he  give  us  the  name  of  the  contractor, 
showing  us  his  firm  bid  and  other  details  concern- 
ing the  final  [3245]  construction.  The  application 
was  discussed  at  our  Directors'  Executive  Commit- 
tee on  February  10,  and  they  approved  our  loan- 
ing $100,000,  payable  $25,000  a  year,  secured  by 
real  estate  and  chattel  mortgage  on  the  present 
plant  and  equipment,  plus  the  new  addition.  We 
have  attempted  to  discourage  Hans  Forster  from 
building  at  this  time,  but  he  has  a  number  of  logical 
arguments,  and  we  finally  committed  to  go  along 
on  the  above  basis  because  of  our  past  experience 
with  Hans  Forster  and  on  the  strength  of  his  finan- 
cial statements." 

No  further  questions. 

The  Court:    Anything,  Mr.  Patten? 

Mr.  Patten:  Yes,  sir.  May  I  read  part  of  Ex- 
hibit 134  to  the  Jury? 

The  Court:     Are  those  notes'? 

Mr.  Patten:  No,  sir;  it  is  a  financial  statement, 
a  form  at  the  bottom  of  the  financial  statement: 

"To  Peoples  National  Bank  of  Washington:  The 
undersigned,  for  the  purpose  of  procuring  credit 
from  time  to  time  from  you  for  the  negotiable  paper 
of  the  undersigned,  or  through  endorsement,  guar- 
antee or  discount  of  the  paper  [3246]  of  others  or 
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in  any  other  manner,  directly  or  indirectly,  fur- 
nishes you  with  the  foregoing  and  the  following 
statement  and  information  contained  on  both  sides 
of  this  sheet,  both  written  and  printed,  and  includ- 
ing supplemental  statement  below,  which  fully  and 
truly  sets  forth  the  financial  condition  of  the  under- 
signed on  the  date  stated,  which  you  may  rely  upon 
as  continuing  to  be  full  and  accurate,  unless  and 
until  notice  of  change  is  given  you.  The  undersigned 
lias  no  liabilities  of  any  nature  whatsoever  other 
than  as  stated  below,  and  agrees  to  notify  you 
promptly  of  any  change  that  reduces  or  in  any 
way  affects  adversely  the  pecuniary  responsibility 
of  the  undersigned." 

There  are  some  other  paragraphs  which  don't 
appear  important. 

And,  "Signed,  Hans  Forster;  dated  4/6/50." 

That  is  all. 

Q.     (By  Mr.  Brody) :    Mr.  Strack 

The  Court:  (Interposing)  Just  a  moment.  Is 
there  anything  further?  [3247] 

Mr.  LeSourd :    Nothing  further. 

Mr.  Brody:     I  am  sorry. 

Q.  (By  Mr.  Brody)  :  Would  you  look  at  Ex- 
hibit 34.  Is  that  a  standard  form  of  the  Peoples 
National  Bank  ?  A.     Yes,  it  is. 

Q.  And  can  you  state  on  whom  you  relied  for 
the  financial  information  contained  in  that  form: 
on  whom  the  Bank  relied? 

Mr.  LeSourd:     If  he  knows. 

A.     Mr.  Brody,  I  don't  believe  that  I  can  testify 
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as  to  the  origin  of  this  information.  I  have  testified 
that  we  relied  for  years  on  Hicks  Taylor  for  the 
financial  information  concerning  Hans  Forster 's 
enterprises,  or  any  additional  information  that  was 
required  to  explain  items  on  the  statement,  but  as 
far  as  this  particular  statement  is  concerned,  I 
can't  verify  as  to  the  source  of  that  information. 

Q.  (By  Mr.  Brody) :  Well,  until  the  time  that 
Mr.  Forster  and  Mr.  Taylor  became  disassociated, 
did  you  ever  rely  on  any  other  accountant  for  in- 
formation relating  to  the  affairs  of  Mr.  Forster? 

A.    Any  other  accountant? 

Q.     That  is  correct.   [3248] 

A.     No,  we  did  not. 

Mr.  Brody:     That  is  all. 

Mr.  Moriarty:    That  is  all. 

Mr.  LeSourd:    No  questions. 

Mr.  Keesling:     No  questions. 

The  Court:    That  is  all,  Mr.  Strack. 
(Witness  excused.) 

Mr.  Brody:    Mr.  Donaldson.  [3249] 

FRANK  B.  DONALDSON 

upon  being  recalled  as  a  witness  for  and  on  behalf 
of  the  Defendant  Forster,  and  having  been  previ- 
ously duly  sworn,  testified  as  follows: 

Direct  Examination 
Q.     (By   Mr.    Brody) :     Will   you   please    state 
your  full  name  once  more,  Mr.  Donaldson? 
A.     Frank  B.  Donaldson. 


United  States  of  America  1461 

(Testimony  of  Frank  B.  Donaldson.) 

Q.     And  your  residence? 

A.    Mercer  Island. 

Q.     What   is  your   occupation,   Mr.   Donaldson? 

A.     I  am  with  the  Peoples  National  Bank. 

Q.  And  what  position  do  you  hold  at  the  Peoples 
National  Bank?  A.    A  Vice-President. 

Q.  Plow  long  have  you  been  with  the  Peoples 
National  Bank,  Mr.  Donaldson? 

A.     Since  December  15,  1926. 

Q.  And  will  you  state  briefly  what  positions  you 
have  held  at  the  Peoples  National  Bank? 

A.  Teller,  Credit  Manager,  Assistant  Cashier, 
Assistant  Vice-President,  and  presently,  Vice- 
President. 

Q.     How  long  have  you  known  Mr.  Forster? 

A.     Since  about  1930  or  1931.   [3250] 

Q.  Can  you  state  in  what  connection  you  met 
Mr.  Forster? 

A.  In  connection  with  his  operations  and  loans 
thereof  of  the  Bank. 

Q.  Can  you  state  since  your  first  acquaintance 
with  him  what  the  nature  of  your  transactions  with 
Mr.  Forster  have  been? 

Mr.  Moriarty:  This  is  quite  remote,  if  your 
Honor  please. 

The  Court:  I  don't  know  the  purpose  of  the 
testimony.   Is   this   character? 

Mr.  Brody:  No,  this  is  not  a  character  witness, 
and  this  is  a  preliminary  question. 

Mr.  Moriarty:  We  had  it  on  direct  and  cross- 
examination  of  this  witness. 
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Mr.  Brody:    Your  Honor,  it  simply 

Mr.  Moriarty:     (Interposing)   On  February  4th 

or  5th,  I  believe,  the  gentleman  appeared  the  last 

time. 

Mr.  Brody:    It  is  simply  to  identify  this  witness 

for  the  Jury  and  one  or  two  preliminary  questions. 
The  Court:    You  may  proceed. 
The  Witness:     Will  you  repeat  the  question  for 

me?  [3251] 

The  Court:    Mr.  Reporter,  read  the  question. 

(Whereupon,    preceding   question   was    read 
by  the  reporter.) 

A.  In  discussing  financial  needs  and  financing 
the  acquisition  of  new  plants  and  building  and 
equipment. 

Q.  (By  Mr.  Brody)  :  Did  your  negotiations  or 
transaction?  with  Mr.  Forster  mostly  concern  the 
borrowing  of  money  from  the  bank  by  Mr.  Forster  ? 

A.     That  is  correct. 

Q.  Are  you  acquainted  with  Mr.  Hicks  Taylor 
— another  defendant  in  this  case? 

A.     I  am. 

Q.  How  long  have  you  been  acquainted  with 
Mr.  Taylor? 

A.  I  would  say  approximately  the  same  time; 
since  around  1930  or  '31. 

Q.  Have  you  dealt  with  Mr.  Taylor  in  connec- 
tion with  the  affairs  of  Mr.  Forster? 

A.  Yes.  We  have  depended  upon  him  in  our  dis- 
cussions, yes. 
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Q.  Has  Mr.  Taylor  from  time  to  time  accom- 
panied Mr.  Forster  in  discussions  with  you? 

A.     Yes,  he  has.  [3252] 

Q.  And  what  part  did  Mr.  Taylor  play  in  those 
discussions? 

A.  Primarily,  in  enlightening  us  or  in  going 
over  items  of  the  financial  statement  itself. 

Q.  Did  you  receive,  or  did  the  Bank  receive, 
periodic  financial  statements  from  Mr.  Forster  and 
the  businesses  in  which  he  was  interested? 

A.     Yes,  we  did. 

Q.     Approximately  how  often? 

A.  At  least,  annually,  and  occasionally,  we  would 
have  interim  statements. 

Q.  Did  you  ever  discuss  those  statements  with 
Mr.  Taylor?  A.    Yes,  we  have. 

Q.  Did  you  ever  discuss  them  with  Mr.  Fors- 
ter? 

A.  Frequently,  he  would  be  in  with  Mr.  Taylor, 
but  we  had  to  depend  upon  Mr.  Taylor  to  give  us 
the  information  we  wanted  from  the  statement. 

Q.  And  did  you  rely  on  Mr.  Taylor  as  the 
author  of  those  statements? 

A.    Yes,  we  always  believed  so. 

Q.  And  did  you  rely  on  his  accounting  knowl- 
edge and  reputation? 

Mr.  Moriarty:  Object  to  the  form  of  the  ques- 
tion. [3253] 

The  Court:    Objection  sustained. 

Q.     (By  Mr.  Brody)  :     Now,  in  the  years  1945 
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through  1949,  did  you  have  dealings  with  Mr.  Fors- 
ter and  Mr.  Taylor?  A.    Yes. 

Q.  Did  you  participate  in  any  way  in  the  ac- 
quisition of  the — of  what  later  became  Apex  Farms, 
by  Mr.  Forster? 

A.     I  was  in  some  of  the  discussions,  yes. 

Q.     Did  Mr.  Taylor  participate  also  in  those? 

A.  He  was  present  at  some  of  the  discussions, 
yes. 

Q.  And  what  part  did  he  play  in  those  negoti- 
ations and  discussions? 

A.  Again,  in  giving  us  information  on  the  finan- 
cial details. 

Q.  Now,  when  you  say  "information  on  the  fi- 
nancial details,"  would  you  state 

A.  (Interposing)  Well,  as  to  the  statements, 
and  as  to  what  financing  was  going  to  be  required 
for  plant  and  equipment,  and  the  procedure  of  re- 
payments. 

Q.  Now,  did  you  ever  ask  Mr.  Forster  to  ex- 
plain a  financial  statement,  to  you? 

A.     We  have,  yes. 

Q.     Did  you  obtain  a  satisfactory  result?  [3254] 

A.     No. 

Mr.  Moriarty:  Objected  to  as  calling  for  a  con- 
clusion of  the  witness. 

Q.     (By  Mr.  Brody) :    And 

Mr.  Moriarty:     (Interposing)     Just  a  moment. 

The  Court:  I  think  the  objection  will  be  over- 
ruled, Mr.  Moriarty. 

Mr.  Moriarty:     All  right. 
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Q.  (By  Mi*.  Brody  continuing) on  such  oc- 
casions, would  you  receive  any  directions  from  Mr. 
Forster  as  to  obtaining  of  further  information? 

A.  Yes,  he  frequently  would  refer  us  to  Mr. 
Taylor  for  further  information. 

Q.  Now,  Mr.  Strack  has  testified  concerning  the 
plans  for  the  construction  of  the  Alpine  Ice  Cream 
Company.  Did  you  take  part  in  negotiations  relat- 
ing to  a  loan  so  that  Mr.  Forster  could  build  an  ice 
cream  plant? 

A.  Yes,  I  was  in  quite  a  number  of  the  discus- 
sions. 

Q.  Did  Mr.  Taylor  participate  in  those  discus- 
sions and  negotiations? 

A.     He  was  in  several  of  them,  yes,  sir. 

Q.     And  will  you  state  what  part  he  played? 

A.  Well,  getting  us  financial  statements  as  to  the 
existing  condition  of  Hans  Forster 's  enterprises 
and  projecting  the  financing  as  to  what  would  be 
required,  and  so  on. 

Q.  And  do  you  have  a  recollection  of  this  meet- 
ing which  took  place  in  February,  1948? 

A.    Yes,  I  do. 

Q.  And  can  you  recall  that  Mr.  Forster's  per- 
sonal assets  were  reviewed  at  that  time? 

A.  There  was  a  discussion  on  his  personal  assets, 
yes. 

Q.     And  were  his  bank  accounts  mentioned? 

A.    Yes. 

Q.  And  could  you  state  specifically  what  bank 
accounts  of  his  were  mentioned? 
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A.  Mentioning  the  Washington  State  Bank  at 
Issaquah  and  our  Bank. 

Q.    And  did  Hicks  Taylor  attend  that  meeting? 

A.    He  was  present,  yes. 

Q.     Now, 

Mr.  LeSourd:  (Interposing)  I  might  suggest 
to  your  Honor  that  this  has  been  gone  over  before. 
Mr.  Donaldson  was  previously  on  the  stand.  If  there 
is  anything  new,  I  have  no  objection. 

Mr.  Brody:  I  don't  believe  this  witness  was  able 
[3256]  on  cross-examination  to  go  into  these  mat- 
ters. 

The  Court:    You  may  proceed. 

Mr.  Moriarty:  As  I  remember  it,  he  went  rather 
fully. 

Q.     (By  Mr.  Brody  continuing)     Now, 

Mr.  Moriarty :  (Interposing)  He  was  about  two 
days  on  the  stand. 

The  Court:     You  may  proceed. 

Q.  (By  Mr.  Brody  continuing)  Did  you  par- 
ticipate in  negotiations  relating  to  remodelling  of 
the  Apex  Farms? 

A.     In — a  few  times,  but  not  too  frequently,  no. 

Q.  Do  you  know  whether  or  not  the  bank  loaned 
any  money  to  facilitate  that  project? 

A.     For  the  Apex? 

Q.    Yes.  A.    Yes,  sir. 

Q.  Do  you  know  whether  or  not  Mr.  Taylor  par- 
ticipated in  the  negotiations  leading  up  to  those 
loans  ? 

A.     It  is  my  understanding  that  he  was  present. 
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Mr.  Moriarty:  Just  a  moment.  I  move  to  strike 
[3257]  the  answer  as  not  responsive,  based  on  hear- 
say. 

I  move  it  be  stricken,  and  the  Jury  instructed  to 
disregard  it. 

Mr.  Brody:     I  will  withdraw  it. 

The  Court:     You  withdraw  it? 

Mr.  Brody:     Yes. 

The  Court:  All  right,  the  question  may  be  with- 
drawn, and  the  Jury  will  disregard  the  answer. 

Q.  (By  Mr.  Brody) :  Now,  in  your  financial 
dealings,  Mr.  Donaldson,  with  Mr.  Forster,  by  whom 
were  you  employed  when  you  entered  into  those 
transactions  and  dealings? 

Mr.  Moriarty:  Objected  to  as  repetitious.  He 
has  testified  two  or  three  times. 

Mr.  Brody:  This  goes  to  Mr.  LeSourd's  cross- 
examination  as  to  wh ether  or  not  these 

Mr.  Moriarty:  (Interposing)  Mr.  LeSourd 
hasn't  cross-examined  this  witness. 

Mr.  Brody:  Mr.  LeSourd's  cross-examination  of 
Mr.  Forster. 

Mr.  Moriarty:     Then  he  can't  compare 

The  Court:  (Interposing)  Just  a  moment.  I 
don't  think  there  is  any  question. 

Mr.  Donaldson  was  employed  by  the  Bank  at 
all  times,  were  you  not?  [3258] 

The  Witness:    Yes,  sir. 

Q.  (By  Mr.  Brody)  :  Did  you  ever  receive  any 
compensation  from  Mr.  Forster  for  financial  ad- 
vice? A.     No,  sir. 
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Q.  And  whose  interests  were  you  representing 
and  protecting  during  your  negotiations  with  Mr. 
Forster?  A.     The  Peoples  National 

Mr.  Moriarty:  (Interposing)  Objected  to  as 
immaterial  and  repetitious,  whose  interests.  He  was 
employed  by 

The  Court:     (Interposing)     Objection  sustained. 

Q.  (By  Mr.  Brody)  :  Now,  are  you  acquainted 
with  Mr.  Erickson,  a  defendant  in  this  case? 

A.     Only  since  the  case  has  commenced. 

Mr.  Brody:     You  may  inquire. 

Cross  Examination 

Q.  (By  Mr.  Moriarty) :  I  take  it  that  you  dis- 
cussed matters  in  the  absence  of  Mr.  Taylor  with 
Mr.  Forster?  A.     Oh,  yes;  we  have. 

Q.     Many  times?   [3259]  A.     Yes. 

Q.     He  was  in  the  Bank  almost  weekly? 

Mr.  Griffin:  Objected  to  as  repetitious.  He  testi- 
fied sometimes  twice  a  week  on  your  examination. 

Mr.  Moriarty:  If  that  is  admitted,  I  withdraw 
the  question. 

Mr.  Griffin :     That  was  in  February. 

Mr.  Moriarty:  If  it  is  conceded,  I  withdraw  the 
question. 

Q.  (By  Mr.  Moriarty) :  In  these  discussions 
with  Alpine  Ice  Cream  Company,  calling  your  at- 
tention to  Exhibit  135,  and  before  I  ask  the  ques- 
tion I  would  like  you  to  refresh  your  recollection,  if 
it  does, — that  paragraph  that  I  pointed  to. 

That  is  your  memorandum,  is  it  not? 
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A.     Yes,  that  is  correct. 

Q.  And  it  refers  to  an  attorney  being  consulted. 
Who  was  the  attorney? 

A.  I  am  sorry;  I  would  not  know  who  his  at- 
torney would  be. 

Q.  Would  it  be  Mr.  Jones  of  Jones  and  Bron- 
son,  or  a  member  of  his  firm  and  staff? 

A.  As  I  recall,  about  this  time  Mr.  Forster  had 
some  attorney  with  Jones  and  Bronson,  Jones  or 
some  [3260]  name  like  that — one  member. 

Q.     Mr.  McEwen?  A.     Mr.  McEwen,  yes. 

Q.    Mr.  Grill? 

A.  There  was  a  McEwen  he  used  for  some  of 
his  work  there. 

Q.  You  were  discussing  taxes  and  tax  advice  at 
that  time,  weren't  you? 

A.     In  using  the  corporation,  yes. 

Q.     For  the  purpose  of  reducing  taxes? 

A.     There  was  tax  advantage  to  Mr.  Forster. 

Apparently  that  had  been  recommended  along 
those  lines. 

Q.  Tax  advantages  are  usually  tax  savings, 
aren't  they?  What  other  advantages  are  tax  ad- 
vantages except  savings  of  taxes? 

A.    As  I  understood 

Mr.  Griffin  (Interposing) :  Objected  to  as  not 
cross-examination. 

The  Court:     Objection  sustained. 

Q.  (By  Mr.  Moriarty) :  Mr.  Forster  was  pres- 
ent at  those  discussions  ?  A.    Yes,  sir. 

Mr.  Moriarty:    That  is  all. 
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Cross  Examination 

Q.  (By  Mr.  LeSonrd) :  Mr.  Donaldson,  Mr. 
Brody  read  to  the  Jury  notes  which  I  think  were 
written  by  you  in  regard  to  the  meeting  of  Feb- 
ruary, 1948,  or  a  series  of  meetings,  and  in  so 
reading,  he — the  note  said  that  you  had  attempted 
to  discourage  Mr.  Forster  from  building  this  build- 
ing at  Alpine  Ice  Cream.  Would  you  call  that  fi- 
nancial advice? 

A.     No,  sir,  because 

Q.  (Interposing) :  What  sort  of  advice  would 
you  call  that? 

A.  Because  it  involved  too  large  a  mortgage  for 
us  to  attempt  to  underwrite.  We  didn't  think  it 
feasible. 

Q.     You  wouldn't  call  that  financial  advice? 

A.  We  were  representing  the  Bank's  interest  at 
the  time. 

Q.  In  attempting  to  discourage  him  from  put- 
ting up  a  building?  A.     That  is  correct. 

Mr.  LeSourd:     That  is  all. 

Cross  Examination 

Q.  (By  Mr.  Keesling) :  Mr.  Donaldson,  I  under- 
stand that  during  the  Indictment  period,  from  1945 
to  1950,  or  until  1953,  you  didn't  even  know  Mr. 
Erickson?   [3262] 

A.     That  is  correct.  I  knew  him  by  name  only. 

Q.     He  didn't  enter  into  any  of  this? 

A.    Not  at  all. 

Mr.  Keesling:     No  further  questions. 
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Mr.  Griffin:    That  is  all. 
The  Court:     That  is  all,  Mr.  Donaldson. 
(Witness  excused.)  *****  [3263] 


RAYMOND  J.  SCHNEIDER, 

upon  being  recalled  as  a  witness  for  and  on  behalf 
of  the  Defendant  Taylor,  and  having  been  pre- 
viously duly  sworn,  testified  as  follows: 

Direct  Examination 

The  Court:  You  have  been  sworn,  Mr.  Schneider, 
haven't  you? 

The  Witness :     Yes,  sir. 

Q.  (By  Mr.  Cox) :  I  believe,  Mr.  Schneider, 
that  you  testified  when  you  were  on  the  stand  pre- 
viously that  when  you  and  Mr.  Baskett  and  Mr. 
Forster  first  went  into  Renton,  and  took  over  the 
business  of  Renton  Ice  and  Ice  Cream  Company 
from  Mr.  Williams,  that  it  was  thought  best  to  keep 
Mr.  Forster's  name  out  of  the  picture,  because  Mr. 
Williams  had  some  feeling  about  him  because  of 
the  competitive  situation;  is  that  true? 

A.     Yes,  sir. 

Q.  I  am  not  sure  about  this  because  you  have 
been  in  Court  some  times  and  not  other  times.  Were 
you — you  were  here  during  part  of  the  time  when 
Mr.  Forster  testified,  were  you  not? 

A.    Yes,  I  was. 

Q.  Were  you  here  on  the  day  when  he  testified, 
as  I  recall  it,  that  there  may  have  been  certain 
[3323]  competitive  reasons  of  his  own  for  his  want- 
ing to  stay  in  the  background? 


1472  Hans  Forster  vs. 

(Testimony  of  Raymond  J.  Schneider.) 

A.  I  heard  him  testify  about  Mr.  Williams,  and 
that  might  have  been  mentioned,  too. 

Q.  Very  well ;  did  you  try,  as  far  as  possible,  to 
keep  Mr.  Forster's  participation  in  the  Renton  Ice 
and  Ice  Cream  Company  in  the  background,  as  far 
as  the  public  was  concerned? 

A.  Yes.  It  wasn't  difficult.  We  just  didn't  show 
that  he  was  in  the  picture. 

Q.  You  filed  an  application  shortly  after  you 
started  business  for  a  wholesaler's  permit,  with  the 
Federal  Alcohol  Administration,  did  you  not? 

A.     Yes. 

Mr.  Cox:     Will  you  mark  this,  please? 

The  Clerk:  Defendants'  Exhibit  A-67  marked 
for  identification. 

(Defendants'  Exhibit  A-67  marked  for  iden- 
tification.) 

Q.  (By  Mr.  Cox) :  Now,  Mr.  Schneider,  hand- 
ing you  what  has  been  marked  for  identification  as 
Defendants'  Exhibit  A-67,  can  you  tell  us  what 
that  is? 

A.  It  is  probably  a  statement  that  Ave  furnished 
to  the  Alcohol  Tax  Unit  in  getting  our  permit. 

Q.  Is  there  anything  on  the  back  of  the  docu- 
ment which  would  indicate  whether  or  not  it  was  in 
fact  filed  with  the  Alcohol  Unit  and  received  by 
them? 

A.  Received  October  16,  1942,  District  Super- 
visor, Alcohol  Tax  Unit,  Seattle,  Washington. 

Q.  In  asking  you  to  refresh  your  recollection 
from  that  document,  Mr.  Schneider,  what  statement 
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did  yon  make  to  the  Alcohol  Tax  Administration  as 

to  the  ownership  of  stock  in  the  Renton    Ice  and 

Ice  Cream  Company? 

A.  Capita]  stock,  fully  paid  in  cash.  Do  yon 
want  me  to  read  this? 

Q.     The  portion  referring  to  the  stock,  yes,  sir. 

Mr.  Griffin:     Just  a  moment. 

Q.  (By  Mr.  Cox  continuing)  :  I  don't  want  you 
to  read  it,  but  to  refresh  your  recollection,  if  it 
does,  as  to  what  you  said — who  you  said  were  the 
owners  of  the  stock  in  Renton  Ice  and  Ice  Cream 
Company  at  that  time.  A.    Yes. 

Q.  Having  read  that,  does  it  refresh  your  rec- 
ollection? Do  you  recall  what  you  then  advised  the 
[3325]  Alcohol  Tax  Administration? 

A.     I  can  tell  you  what  this  paper  says. 

Q.  This  doesn't  refresh  your  recollection  as  to 
what  was  then  said? 

A.     I  wouldn't  think  so. 

Mr.  Cox:  Well,  we  would  then  at  this  time  offer 
A-67  in  evidence,  your  Honor. 

May  I  have  it,  please? 

(Whereupon,  exhibit  was  handed  to  Mr.  Cox 
by  the  witness.) 

The  Witness :  I  may  not  have  gotten  your  mean- 
ing, but  that  is  my  answer. 

Mr.  Obenour:     No  objection. 

Mr.  Griffin :  May  I  ask  one  question,  if  the  Court 
please  ? 

The  Court:     You  may. 
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Mr.  Griffin:  Did  Mr.  Taylor  prepare  this,  Mr. 
Schneider  ? 

The  Witness :    Yes,  sir. 

Mr.  Griffin:     I  have  no  objection. 

Mr.  Keesling:     I  have  no  objection. 

The  Court:     Is  that  A-67? 

Mr.  Cox:     Yes,  your  Honor. 

The  Court:  A-67  may  be  admitted,  there  being 
no  objection.  [3326] 

(Defendants'  Exhibit  A-67  admitted  in  evi- 
dence.) 

Q.  (By  Mr.  Cox) :  Now,  will  you  read  to  the 
Jury  what  it  says  there,  Mr.  Schneider,  with  re- 
spect to  the  ownership  of  stock  in  Renton  Ice  and 
Ice  Cream  Company? 

A.  Yes;  it  says,  "R.  J.  Schneider,  Issaquah, 
Washington,  President,  6,000  shares;  C.  M.  Bas- 
kett,  Issaquah,  Washington,  Vice-President,  6,000 
shares;  L.  H.  Taylor,  Seattle,  Washington,  Secre- 
tary-Treasurer, 6,000  shares." 

Q.  And  you  signed  that  statement,  did  you,  Mr. 
Schneider?  A.     Yes. 

Q.     Before  a  Notary? 

A.     Apparently.  That  is  a  Notary  seal  on  here. 

The  Clerk:  Defendants'  Exhibit  A-68  marked 
for  identification. 

(Defendants'  Exhibit  A-68  marked  for  iden- 
tification.) 

Mr.  Griffin:    Let  me  see  that  a  moment. 

(Whereupon,  Defendants'  Exhibit  A-67  was 
handed  to  Mr.  Griffin  by  the  witness.)   [3327] 
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Q.  (By  Mr.  Cox) :  Handing  you,  Mr.  Schneider, 
what  has  been  marked  for  identification  as  Defend- 
ants' Exhibit  A-68,  can  you  tell  us  what  that  is? 

A.    It  is  a  similar  sheet. 

Q.  Would  that  appear  to  be  another  report  pre- 
pared for  submission  to  the  Federal  Alcohol  Ad- 
ministration ? 

A.     To  someone.  At  least,  it  was  prepared. 

Q.  Is  it  in  the  same  form  with  the  same  columns 
and  sub-headings  as  appear  on  Defendants'  Exhibit 
A-67? 

Mr.  Griffin:    Objected  to  as  immaterial. 

Mr.  Cox:    It  is  preliminary,  your  Honor. 

The  Court:  That  speaks  for  itself.  Are  you  ask- 
ing identification  now? 

Mr.  Cox :     Yes,  your  Honor. 

The  Court:  Well,  does  the  witness  recognize  it, 
at  all?  Do  you  recognize  that? 

The  Witness:     Yes,  I  do. 

The  Court:     What  is  it? 

The  Witness:  It  is  a  similar  statement  to  his. 
There  is  more  to  it. 

The  Court:  When  you  say  "similar  to  this",  sim- 
ilar to  the  first  one  shown  here? 

Mr.  Cox:     A-65.  [3328] 

The  Witness:  Submitted  to  the  Alcohol  Tax 
Unit.  It  is  apparently  for  a  similar  purpose.  There 
is  much  more  information  on  it.  It  is  signed  but 
not  notarized. 

The  Court:    For  the  Renton  Ice? 
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The  Witness:  Yes,  Renton  Ice  and  Ice  Cream 
Company. 

Mr.  Obenour:     What  is  the  date  on  it,  please? 

The  Witness:     The  new  one? 

Mr.  Obenour:     Yes. 

The  Witness:  The  date?  It  says  "22nd  day  of 
September,  1942." 

Q.  (By  Mr.  Cox) :  What  is  the  date  of  A-67, 
Mr.  Schneider? 

A.     14th  day  of  October,  1942. 

Mr.  Cox:  We  offer  A-68  in  evidence,  if  the 
Court  please. 

The  Court:     May  I  see  them,  Mr.  Schneider? 
(Whereupon,   Exhibits  were  handed  to   the 
Court  by  Mr.  Schneider.) 

(Whereupon,  there  was  a  brief  pause.) 

Mr.  Griffin:  May  I  inquire,  if  the  Court  please? 
Who  prepared  Exhibit  A-68,  if  you  know? 

The  Witness:    Mr.  Taylor.  [3329] 

Mr.  Griffin:     I  have  no  objection. 

Mr.  Obenour:    We  have  no  objection. 

Mr.  Keesling:     No  objection. 

The  Court:     A-68  may  be  admitted. 

(Defendants'  Exhibit  A-68  admitted  in  evi- 
dence.) 

Q.  (By  Mr.  Cox)  :  Mr.  Schneider,  would  you 
read  to  the  Jury  the  distribution  of  ownership  of 
shares  of  stock  reflected  on  A-68? 

A.  Stockholders  and  directors  are  as  follows: 
"R.  J.  Schneider,  President,  Director,  6,000  shares 
owned;    C.   M.   Baskett,   Vice-President,    Director, 
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6,000  shares  owned;  L.  H.  Taylor,  Secretary-Treas- 
urer, and  Director,  10  shares  owned;  Hans  Forster, 
stockholder  only,  5,990  shares  owned." 

Q.  Now,  A-68,  Mr.  Schneider,  you  signed  but 
it  was  not  completed  before  a  Notary;  is  that  cor- 
rect! A.     That  is  correct. 

Q.  Is  there  anything  on  A-68  to  indicate  it  was 
ever  submitted  to  the  Alcohol  Tax  Division? 

A.     I  believe  not.  [3330] 

Q.  After  Mr.  Taylor  had  prepared  Defendants' 
Exhibit  A-68  and  submitted  it  to  you,  did  you  re- 
quest him  to  prepare  Defendants'  Exhibit  A-67  in 
order  to  conceal  the  ownership  in  stock  in  Renton 
Ice  and  Ice  Cream  Company  by  Mr.  Forster? 

A.     No. 

Q.  That  was  the  effect  of  the  change,  wasn't  it, 
Mr.  Schneider? 

A.     Apparently  it  was,  yes. 

Mr.  Cox:  At  this  point,  if  it  please  the  Court, 
I  advise  your  Honor  and  Counsel  that  I  will  start 
cross-examining  Mr.  Schneider. 

The  Court:  You  mean  you  go  into  matters  cov- 
ered on  the  Government's  case? 

Mr.  Cox:  Yes.  That  completes  the  additional 
matter  we  wish  to  bring  out  through  Mr.  Schneider 
at  this  time. 

The  Court:  I  might  advise  the  Jury  that  Mr. 
Schneider  testified,  as  you  recall,  as  part  of  the 
Government's  case.  Subsequent  to  his  leaving  the 
stand.  Counsel  for  Mr.  Taylor  asked  permission  to 
inquire  further  on  the  matter  that  they  were  not 
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advised  of  at  the  time  they  examined  him  earlier. 
The  Court  suggested  that  the  examination  be  con- 
ducted as  a  part  of  their  case,  or,  rather,  at  the 
time  that  they  [3331]  put  their  case  in;  so  that  at 
this  time  now  the  examination  is  as  to  matters  that 
were  testified  to  in  connection  with  his  examination 
when  he  testified  as  part  of  the  Government's  case. 
Mr.  Cox:  Perhaps,  your  Honor,  in  view  of  the 
time,  we  might  take  a  recess  before  we  start  on  it. 
The  Court:  Ladies  and  Gentlemen  of  the  Jury: 
We  will  now  take  the  mid-afternoon  recess. 

The  Court  calls  your  attention  to  the  admonition 
given  on  similar  occasions,  and  asks  that  you  heed 
that  admonition  on  this  occasion. 

(Whereupon,    the    Jury    retired    from    the 
Courtroom.) 

(Whereupon,  at  2:45  o'clock  p.m.,   a  recess 
was  had  in  the  within-entitled  and  numbered 
cause  until  3:00  o'clock  p.m.  April  6,  1954,  at 
which  time,  Counsel  and  Defendants  heretofore 
noted  being  presont,  the  following  proceedings 
were  had,  to-wit:) 
Mr.   LeSourd:     If   your   Honor  please,   at   this 
time  we  file  requested  instructions  of  the  Defend- 
ant Taylor,  an  original  and  one  copy.  Is  that  what 
your  Honor  desires? 

The  Court:     Yes.  You  may  call  the  Jury. 

(Whereupon,  the  Jury  was  returned  to  the 
courtroom.)  [3332] 
It  is  stipulated  that  the  Jury  and  all  Defendants 
are  present  in  the  courtroom? 
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Mr.  Griffin:    Yes,  your  Honor. 

Mr.  Moriarty:     Yes,  your  Honor. 

The  Court:    You  may  proceed,  Mr.  Cox. 

Mr.  Cox:     Thank  you,  your  Honor. 

Q.  (By  Mr.  Cox) :  Mr.  Schneider,  when  you  tes- 
tified on  behalf  of  the  Government  sometime  in  Feb- 
ruary of  this  year,  you  testified,  did  you  not,  re- 
garding the  addition  of  the  figure  "1"  in  front  of 
nine  figures  listed  in  your  accounts  payable  rec- 
ord which  is  in  evidence  here  as  Exhibit  212,  did 
you  not?  A.     Yes. 

Q.  Did  you  hear  Mr.  Eppler's  testimony  when 
he  was  on  the  stand?  A.     Some  of  it. 

Q.  Were  you  here  at  the  time  when,  as  I  recall 
it,  he  testified  that  Mr.  Brody  had  called  these 
additions  to  his  attention  when  he  turned  this  re- 
port over  to  Mr.  Eppler? 

A.     I  believe  I  heard  that. 

Q.  Isn't  it  true,  Mr.  Schneider,  that  you  were 
the  one  who  had  originally  called  these  figures  to 
the  attention  of  Mr.  Brody?  [3333] 

A.    It  is  possible. 

Q.  Isn't  it  true,  Mr.  Schneider,  that  you  have 
previously  stated  that  you  did? 

A.     I  am  not  sure. 

Mr.  Cox:     Would  you  mark  this,  please? 

The  Clerk:  Defendants'  Exhibit  A-69  marked 
for  identification. 

(Defendants'  Exhibit  A-69  marked  for  Iden- 
tification.) 

Q.     (By  Mr.  Cox)  :    Mr.  Schneider,  handing  you 
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what  has  been  marked  Defendants'  Exhibit  A-69 
for  identification,  your  testimony  was  taken,  was 
it  not,  imder  oath  before  Mr.  Eppler  and  Mr.  Marx 
and  a  shorthand  reporter  in  the  presence  of  your 
attorney,  Mr.  John  W.  Dobson,  April  11,  1951? 

A.     I  would  say  so,  yes. 

Q.  Handing  you  a  transcript  of  that  interview, 
and  directing  your  attention  to  question  No.  43, 
I  ask  you  to  refresh  your  recollection  from  that, 
and  tell  the  Jury  whether  or  not  you  have  pre- 
viously stated  that  it  was  you  who  called  the  alter- 
ation in  the  July,  1947  accounts  payable  record  to 
the  attention  of  Mr.  Brody? 

A.  "In  giving  them  to  him,  I  called  his  [3334] 
attention  to  the  alterations  which  seemed  to  be  on 
the  July,  1947,  total." 

Q.  And  the  "him"  referred  to  there  is  Mr. 
Brody,  is  that  correct? 

A.     That  is  Mr.  Brody,  yes. 

Q.  Now,  Mr.  Schneider,  as  I  recall  your  testi- 
mony on  direct,  you  stated  quite  positively  that  you 
yourself  saw  Mr.  Taylor  insert  these  nine  figure 
"IV  in  front  of  nine  figures  which  you  had  written 
into  the  accounts  payable  record  for  July,  1947? 

A.     Yes,  that  is  right. 

Q.  Have  you  ever,  prior  to  taking  the  stand  in 
this  case,  made  a  contrary  statement  regarding  the 
manner  or  way  in  which  these  alterations  were  made 
or  in  which  they  came  to  your  attention? 

A.     I  wouldn't  be  sure. 

Q.    You  wouldn't  be  sure? 
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A.     Thai  I  did. 

Q.     Would  you  be  sure  that  you  didn't? 

A.  Not  intentionally.  That  would  have  been  my 
statement,  right  there,  that  I  saw  him  do  it. 

Q.  That  would  be  your  testimony  now,  that  you 
saw  him  do  it?  A.     Yes;  yes,  sir. 

Q.  Now,  I  will  ask  you,  Mr.  Schneider,  if  on 
[3335]  this  same  occasion  that  we  have  referred  to 
before,  on  April  11,  1951,  your  testimony  was  not 
taken  in  Room  1004- A,  of  this  building,  and  you 
were  present,  Mr.  John  W.  Dobson,  your  Attorney, 
was  present,  Mr.  Eppler,  and  Mr.  Marx  were  pres- 
ent, and  Eleanor  Anderson  was  present  as  recorder ; 
do  you  remember  that  occasion? 

A.     Yes. 

Q.  And  I  will  ask  you,  Mr.  Schneider,  if  at  that 
time,  the  following  questions  were  not  asked  of  you, 
and  if  you  did  not  make  the  following  answers : 

Mr.  Cox:  And,  if  the  Court  please,  I  would  like 
to  read  a  series  of  questions  and  answers  all  relat- 
ing to  this  question  of  the  alterations  allegedly 
made  in  the  July,  1947  accounts  payable  record. 

Mr.  Griffin:  I  understand  this  is  for  impeach- 
ment? 

Mr.  Cox :     Yes,  sir. 

Mr.  Griffin:  I  object  as  incompetent,  irrelevant 
and  immaterial,  and  to  a  procedure  that  is  emi- 
nently unfair.  This  witness  was  called  by  the  Gov- 
ernment, and  now,  for  the  purpose  of  impeachment 
on  cross-examination,  the  Government  has  supplied 
Mr.   Taylor's  counsel  with   the  transcript   of  that 
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testimony  for   impeaching  the   Government's   wit- 
ness, and  if  they  [3336]  proceed  on  that  basis,  I 
will  then  be  compelled  to  ask  for  a  mis-trial  as  to 
Mr.  Forster. 

Mr.  Cox :  I  am  sure  the  Government  in  present- 
ing Mr.  Schneider  presented  him  for  the  relation 
of  such  facts  known  to  him  and  relevant  to  the  case. 
They  asked  the  questions  and  he  gave  the  answers. 
He  was  vouched  for  by  the  Government  to  the  ex- 
tent that  the  Government  sought  to  elicit,  that  is 
true,  but  that  doesn't  alter  the  fact  that  he  may 
have  made  inconsistent  statements  at  a  prior  time, 
or  the  fact  that  any  defendant  in  this  case  adversely 
affected  by  his  testimony  should  have  free  access 
to  his  record  of  prior  statements. 

The  Court :  In  what  respect  Mr.  Griffin,  are  you 
objecting? 

Mr.  Griffin:  There  is  a  common  rule  of  law  that 
when  a  party  calls  a  witness,  you  vouch  for  the 
truth  and  veracity  of  that  witness. 

The  Government  called  this  witness  and  exam- 
ined him  as  to  these  "l's"  in  that  exhibit  212.  I 
have  never  seen  the  document  that  counsel  has  be- 
fore him  now,  supplied  him  by  the  Government,  for 
the  purpose  of  impeaching  the  Government's  own 
witness  as  to  the  very  items  that  they  called  him 
in  chief  upon. 

Mr.  Cox:  The  Government  is  not  required  to 
[3337]  suppress  evidence  simply  because  they  may 
have  offered  Mr.  Schneider  as  a  witness. 

Mr.   Moriarty:      The   Government    at   this   time 
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wishes  to  make  the  statement  at  this  time  that  all 
statements  of  all  defendants  at  any  time  have  been 
available  to  all  defendants,  and  the  Court  will  recall 
that  Mr.  LeSourd  demanded  in  open  court  the  pro- 
duction of  this  document,  which  we  did  in  response 
to  your  demand. 

The  Court:  I  don't  believe  that  the  Court  can 
sustain  the  objection.  I  don't  know  whether  the 
matter  is  impeaching,  but 

Mr.  Griffin  (Interposing) :  I  don't  either,  but  I 
am  simply  stating,  in  fairness  to  the  Court — it  may 
or  may  not  make  any  difference — my  position,  if  it 
proceeds  and  turns  out  to  be  impeaching,  that  I 
would  be  bound  to  ask  for  a  mis-trial. 

Mr.  Keesling:  Before  the  questions  are  read  and 
answers  read,  I  would  like  to  request  that  we  be 
allowed  to  examine  the  questions  and  answers. 

Mr.  Cox:     That  is  entirely  agreeable. 

Mr.  Moriarty:  Have  you  asked  for  the  oppor- 
tunity ? 

Mr.  Keesling:  No,  this  is  the  first  time  this 
came  up.  [3338] 

The  Court :    Do  you  wish  to  read  them  now  1 

Mr.  Keesling:     Yes. 

The  Court:  You  may.  May  I  take  a  look  at  the 
questions,  first? 

Mr.  Cox:  If  the  Court  please,  the  questions  we 
would  like  to  direct  your  Honor's  attention  to  are 
the  questions  10  through  19,  and  43  through  4*5. 

(Whereupon,   document  was  handed  to   the 
Court  by  Mr.  Cox.) 


148-1  Hans  Forster  vs. 

(Testimony  of  Raymond  J.  Schneider.) 

(Whereupon,  there  was  a  brief  pause.) 

Mr.  Cox :  I  would  state  to  the  Court  that  in  addi- 
tion to  these  questions,  there  is  one  further  matter 
not  covered  in  the  transcript  of  this  interview  which 
we  believe,  taken  with  the  questions  and  answers 
here  recorded,  is  impeaching  and  definitely  casts 
reflection  upon  Mr.  Schneider's  credibility. 

The  Court:  Is  the  first  question  or  two  there 
essential,  Mr.  Cox? 

Mr.  Cox:    We  feel  the  first  one  is,  your  Honor. 

The  Court :  Where  exception  was  taken  by  Coun- 
sel? 

Mr.  Cox:     Yes. 

(Whereupon,  there  was  a  brief  pause.) 

Mr.  Keesling:  If  the  Court  please,  with  [3339] 
respect  to  these,  the  Defendant  Erickson  joins  in 
the  objection  made  by  Mr.  Griffin,  and  particularly 
in  view  of  this,  that  the  demand  for  this  was  just 
recently  made  from  the  Government,  and  for  that 
reason,  it  amounts  to  the  Government  impeaching 
its  own  witness,  because  the  only  way  that  the  De- 
fendant, or  Mr.  LeSourd,  could  have  known  of  any 
impeaching  statements  would  be  upon  information 
of  the  Government,  so  that,  in  effect,  the  Defend- 
ant Erickson  feels  that  this  is  impeaching  of  the 
Government's  witness. 

The  Court:  The  Court  mil  overrule  the  objec- 
tion. You  may  proceed.  There  is  a  question  about 
the  first  one.  I  don't  believe  that  that — the  only 
question  here  involved  is,  as  I  understand  it,  whe- 
ther this  witness  testified  that  he  saw  Mr.  Taylor 
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make  the  changes  in  the  "IV.  That  is  the  question 
involved  ? 

Mr.  C<»x:  That  is  the  question  we  are  getting 
to  now.  This  entire  colloquy  related  to  that,  directed 
to  that  month  and  that  year,  and  the  changes,  if 
anv,  that  were  made  at  that  time. 

i 

Mr.  Moriarty:  I  don't  think,  if  your  Honor 
please,  that  this  is  impeaching  to  any  questions  that 
this  witness  has  testified  to  on  direct. 

The  Court:  Well,  Mr.  Cox  states  that  this  [3340] 
taken  together  with  some  other  material 

Mr.  Cox  (Interposing)  :    Yes,  your  Honor. 

The  Court   ( Continuing) :     would  constitute 

impeachment. 

I  will  caution  the  Jury  that  this  testimony  here 
relates  to  what  this  witness  may  have  said  on  an- 
other occasion.  It  goes  solely  to  the  credibility.  It 
is  permitted  so  that  the  Jury  can  determine  whe- 
ther this  witness  has  said  anything  at  any  other 
time  that  would  serve  to  raise  any  question  as  I 
whether  or  not  you  wish  to  believe  him  or  what 
eredulence  you  are  going  to  give  his  testimony.  It 
may  or  may  not  affect  it.  but  it  has  no  bearing  on 
any  other  issue  in  the  case  at  all. 

Mr.  Moriarty:  May  the  record  show  that  the 
Government  objects  to  this  as  not  impeachment? 

The  Court:     Yes.  the  record  will  so  show. 

Mr.  Cox :    May  I  proceed ! 

Mr.  Moriarty:  My  objection  is  made  to  each 
question.  I  have  a  motion  to  make  when  he  is 
through. 
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Mr.  Keesling:  We  join  in  the  objections  of  all 
counsel. 

The  Court:  It  is  clear  that  all  counsel  are  ob- 
jecting, except  Mr.  Cox  and  Mr.  LeSourd. 

Mr.  Cox:     May  I  proceed,  your  Honor?  [3341] 

The  Court:    You  may. 

Q.  (By  Mr.  Cox) :  At  the  time  about  which  I 
questioned  you  a  short  time  ago,  Mr.  Schneider, 
were  you  asked  the  following  questions  and  did  the 
colloquy  indicated  here  take  place,  and  did  you  give 
the  answers  which  I  will  read: 

"Question  No.  Ten:  Describe  the  falsification  in 
the  corporation's  accounts  payable  for  the  month  of 
July,  1947. 

"Attorney  Dobbins:  I  object  to  the  question  by 
reason  of  the  use  of  the  word  'falsifications'.  Do  you 
want  to  ask  him  about  the  changes  made? 

"Mr.  Eppler:  I  would  rather  say  'falsifications' 
and  if  he  doesn't  want  to  answer,  that  is  all  right." 

Then  there  is  a  parenthetical  statement  here  that 
his  attorney  has  discussion  with  his  client  and  then 
the  answer. 

The  Court:  That,  I  think,  you  might  skip.  That 
serves  no  purpose. 

Mr.  Cox:     That  conference  or  the  answer? 

The  Court:  That  conference,  conference  with 
[3342]  the  attorney,  and  the  next  answer. 

Mr.  Cox:  Your  Honor  wishes  me  to  skip  the 
next  answer? 

The  Court:    Yes. 
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Mr.  Cox:  Well,  we  in  turn  would  except  to  that 
portion  of  your  Honor's  ruling. 

Mr.  Griffin:    Now,  everybody  objects. 

Mr.  Cox:     Which  makes  it  unanimous. 

Q.    (By  Mr.  Cox  continuing)  : 

"Question  Number  Eleven:  Will  you  examine  the 
ac'-ounts  payable  record  for  July,  1947,  for  the  cor- 
1  poration  and  state  whether  or  not  any  alterations 
have  been  made  ? 

"Answer:  Alterations,  you  said? 

"Mr.  Eppler:    Yes. 

"Mr.  Schneider:  There  were  alterations  made 
on  this  page  after  I  had  made  the  entries." 

Was  that  question  asked  you,  and  did  you  give 
that  answer  }  A.     I  think  so. 

Mr.  Moriarty:     Objected  to,  not  impeaching. 

Mr.  Cox:  The  single  question  is  a  part  of  the 
whole,  and,  taken  alone,  may  not  be. 

Q.  (By  Mr.  Cox) :  "Question  Twelve:  What  were 
these  alterations,  Mr.  Schneider? 

"Answer:  There  are  several  instances  where  the 
figure  T  was  placed  before  my  proper  entry,  and 
the  total  then  made  to  include  these   amounts." 

Was  that  question  asked,  and  did  you  give  that 
answer  I  A.     I  think  so. 

Mr.  Cox :  Now,  if  the  Court  please,  and  with  the 
consent  of  counsel  since  they  are  objecting  anyway, 
I  would  omit  the  next  question,  which  was  simply 
his  recital  of  the  accounts  payable  records  which 
were  altered,  and  they  are  the  ones  which  Mr. 
Marx  just  testified  to.  If  you  prefer,  I  will  read 
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Mr.  Griffin:  (Interposing)  Don't  assume  any 
consent  from  me  on  this  examination.  I  am  object- 
ing entirely. 

Mr.  Moriarty:    We  object. 

Mr.  Cox:    We  will  read  it,  then.  [3344] 

Q.  (By  Mr.  Cox)  :  "Question  Thirteen:  Will  you 
point  out  specifically  which  items  these  were?  Give 
the  date,  the  payee,  and  the  amount  you  had  en- 
tered. 

"It  appears  to  me  that  on  the  entry  on  July  15, 
to  the  Seattle  Brewing  Company,  there  is  a  '1' 
placed  in  front  of  the  amount  $886.40.  Similarly,  on 
July  18,  a  *r  placed  in  front  of  the  item  to  Issa- 
quah  Creamery,  which  was  originally  $426.  Sim- 
ilarly, on  the  21st,  Issaquah  Creamery,  a  lV  placed 
in  front  of  the  original  $274.  Likewise,  on  the  22d, 
to  Seattle  Brewing,  $886.40.  A  '1'  had  been  placed 
before  those  figures. 

On  the  23d,  exactly  the  same,  a  '1?  placed  before 
$886.40. 

On  the  25th,  to  Issaquah  Creamery,  a  '1'  placed 
before  $448.50. 

On  the  29th,  a  T  placed  in  front  of  the  Issaquah 
Creamery,  $585.50. 

On  the  28th,  Seattle  Brewing,  a  '1'  placed  ahead 
of  $581.64;  and  on  the  29th,  Seattle  Brewing,  a  T 
placed  before  $886.40,  [3345]  all  of  which  were  not 
in  my  handwriting,  and  not  made  by  me." 

Was  that  question  asked  3^011,  and  did  you  give 
that  answer  at  that  time?  A.     I  think  so. 

Q.     "Question  Fourteen:  Was  there  any  basis  in 
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fact  for  adding  $1,000  on  each  of  these  nine  items  i 

"Answer:  Not  that  I  know  of,  as  it  was  done 
by  Mr.  Taylor." 

Was  that  question  asked  you,  and  did  you  give 
that  answer?  A.    I  would  think 

Q.  "Question  Fifteen:  When  these  items  were 
paid,  were  the  amounts  increased  by  the  $1,000 
i,  or  were  the  $1,000  items  excluded  From  the 
amount  paid  to  the  account? 

"Answer:  I  pay  from  the  statement  which  would 
indicate  the  original  figures,  and  not  the  additional 
$1,000  on  each  one,  although  I  don't  go  back  to  this 
and  make  any  check  or  verify  it."  [3346] 

Were  you  asked  that  question,  and  did  you  give 
that  answer?  A.     I  think  so. 

Q.  "Question  Sixteen:  Will  you  describe  how 
it  came  to  your  knowledge  that  Mr.  Taylor  made 
these  alterations? 

"Answer:  He  had  told  me  not  to  total  the  month's 
entries  as  he  might  want  to  make  some  adjustments. 
When  he  was  through,  I  noticed  the  large  total, 
and  asked  him  how  it  came  about,  and  how  it  would 
affect  our  books.  His  answer  was  that  it  was  an 
adjustment  which  he  would  readjust  later." 

Were  you  asked  that  question,  and  did  you  give 
that  answer?  A.     I  think  so. 

Q.  "Question  Seventeen:  Do  you  know  whether 
or  not  he  ever  made  a  later  adjustment? 

"Answer:  He  never  told  me  that  he  had,  but  I 
have  reason  to  believe  that  he  did.  I  don't  believe 
that  he  told  me  that  [3347]  he  did." 
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Were  you  asked  that  question,  and  did  you  give 
that  answer?  A.     I  think  so. 

Q.  "Question  Eighteen:  Did  Mrs.  Lovenger  know 
of  these  alterations'? 

"Answer:    I  believe  not." 

Did  you  give  that  answer  to  that  question? 

A.     I  think  so. 

Q.  "Question  Nineteen:  Have  you  ever  dis- 
cussed these  or  other  alterations  in  the  corporate 
records  with  Mrs.  Lovenger? 

"Answer:    I  believe  not." 

Did  you  give  that  answer  to  that  question? 

A.     I  think  so. 

Q.  Turning  to  question  forty-three:  "How  did 
the  alterations  in  the  accounts  payable  record  first 
come  to  the  attention  of  Mr.  Taylor's  attorney?" 

Mr.  Cox:  I  believe  this  has  been  covered,  if  the 
Court  please,  with  reference  to  this  conversation 
[3348]  with  Mr.  Brody  so  that  we  will  skip  that. 

Q.  (By  Mr.  Cox):  "Question  Forty-four:  Had 
you  previously  discussed  these  alterations  with  any- 
one other  than  Mr.  Taylor? 

"Answer:  I  had  not  in  my  memory.  I  never 
thought  much  about  it." 

Were  you  asked  that  question,  and  did  you  give 
that  answer?  A.     I  think  so. 

Q.  "Question  Forty-six:  Will  you  comment  on 
the  fact  that  Mr.  Forster " 

Forty-five,  I  am  sorry. 

"How  did  you  happen  to  think  about  it  the  first 
time  ? 
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"Answer:     I  am  not  sure.  In  running  over  the 
older  book,  which  this  was,  it  occurred  to  me, 
we  ran  through  it,  that  some  such  thing  had  taken 
place  at  some  time." 

Were  you  asked  that  question,  and  did  you  give 
that  answer?  [3349] 

A.     I  believe  so,  if  it  is  there. 

Q.  Now,  Mr.  Schneider,  in  addition  to  the  in- 
terrogation  

Mr.  Griffin:  Just  a  moment,  if  the  Court  please. 
I  stated  definitely  that  I  would  have  a  motion  to 
make.  I  do  not  have  a  motion  to  make,  because  I 
agree  with  the  Government,  these  questions  are  not 
impeaching. 

Mr.  Keesling:     I  withdraw  my  objection. 

Mr.  Cox :    Very  well. 

M.  Moriarty:  Now,  I  move  that  they  be 
stricken.  There  is  no  impeachment  indicated. 

Mr.  Cox :    We  have  one  further  matter  to  go  into. 

Mr.  Moriarty:  This  goes  to  the  matter  you  are 
completed  with? 

Mr.  Cox:  No,  I  am  not.  The  further  item  I 
would  take  up  is  related  to  this  item. 

Mr.  Moriarty:    Very  well. 

Q.  (By  Mr.  Cox) :  Now,  in  addition  to  this 
statement,  from  which  I  have  been  reading,  and  in 
addition  to  another  interview  which  you  had  with 
Mr.  Eppler  and  Mr.  Marx,  March  2,  1951,  isn't  it 
true,  Mr.  Schneider,  that  shortly  before  you  were 
called  as  a  witness  in  this  case,   [3350]  you  were 
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interviewed  at  some  length  by  Mr.  Obenour  raid  Mr. 
Eppler  in  connection  with  your  testimony? 

A.     On  or  about  what  time? 

Q.  That  took  place,  I  believe,  February  2,  1954, 
beginning  at  5:00  p.m.  in  this  building? 

A.     I  think  so. 

Q.  And  at  that  tune,  Mr.  Obenour  and  Mr. 
Eppler  were  present?  A.     I  think  so. 

Q.  And  you  were  asked,  among  other  things,  at 
that  time,  about  alleged  alterations  of  the  accounts 
payable  for  Renton  Ice  and  Ice  Cream  for  July, 
1917,  were  you  not?  A.     I  think  so. 

Mr.  Keesling:  If  the  Court  please,  may  I  in- 
quire if  this  is  a  written  transcript? 

Mr.  Cox:     No. 

Mr.  Moriarty:     Who  was  present? 

Mr.  Cox:    Mr.  Obenour  and  Mr.  Eppler. 

Mr.  Moriarty:    Anyone  else? 

Mr.  Cox:     No  one  else  but  the  witness. 

The  Court :    Is  there  a  question  pending  ? 

Mr.  Cox:    I  believe  there  is,  your  Honor. 

Q.  (By  Mr.  Cox) :  Isn't  it  true  that  at  that  time, 
Mr.  [3351]  Schneider,  you  were  specifically  asked 
whether  you  saw  Mr.  Taylor  make  the  addition  of 
these  nine  "l's"  which  were  added  to  certain  of  the 
figures  for  July,  1947,  and  that  at  that  time,  your 
answer  was  that  you  weren't   certain  about  it? 

A.  I  recall  in  one  of  their  interviews,  and  there 
was  more  than  one,  that  I  definitely  stated  that  I 
was  sure.  I  don't  recall  saying  that  I  was  not  sure. 

Q.     You  don't  recall  ever  having  stated  to  Mr. 
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Obrnour,  and  Mr.  Eppler,  that  you  were  not  certain 
that  Mr.  Taylor  had  made  the  addition  of  these 
figures  in  the  accounts  payable   record  for  July, 
1947? 

A.  I  recall  telling  them  I  was  certain.  I  don't 
recall  telling  them  that  I  was  not  certain. 

Mr.  Cox:     We  have  no  further  questions. 

Mr.  Moriarty:  I  renew  my  motion,  if  the  Court 
please. 

Mr.  Cox :  It  would  seem  to  me,  your  Honor,  that 
the  disposition  of  the  motion  should  await  the  proof, 
if  we  can  establish  it,  of  the  final  concluding  state- 
ment, which  is  clearly  impeaching.  It  is  directly  con- 
tradictory. 

The  Court:  In  other  words,  you  have  more  testi- 
mony in  connection  with  this?  [3352] 

Mr.  Cox:  Yes.  We  cannot  establish  that  by  a 
written  statement.  It  requires  oral  statements. 

Mr.  Moriarty :  Other  than  that  last  question,  that 
you  have,  your  record  is  here  in  writing? 

Mr.  Cox:     That  is  correct,  Mr.  Moriarty. 

Mr.  Moriarty:  My  motion  is  addressed  to  the 
matter  other  than  the  last  question  that  was  asked. 
Counsel  has  made  the  representation  that  he  will 
support  it. 

The  Court:  Well,  the  Court  will  wait  until  the 
matter  is  finally  presented,  if  you  do  have  any 
further  testimony. 

The  Court  asks  the  Jury  to  bear  in  mind  that  all 
this  last  portion  here  may  be  considered  impeach- 
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ing,  or  may  not  be.  The  Court  may  strike  it,  so 

that,  have  in  mind  that  it  may  be  stricken. 

Now,  you  have  completed  your  cross-examination, 
Mr.  Cox? 

Mr.  Cox :    Yes,  your  Honor. 

The  Court:    Have  you  any 

Mr.  Moriarty:  We  will  withhold  our  cross-ex- 
amination, if  your  Honor  please,  awaiting  the 
ruling. 

The  Court:  Is  there  no  cross-examination  on  the 
first  portion? 

Mr.  Moriarty:    No,  your  Honor.  [3353] 

The  Court:  You  understand  that  the  only  por- 
tion which  may  be  stricken  was  that  which  came  in 
after  recess? 

Mr.  Moriarty:    Yes. 

Cross  Examination 

Q.  (By  Mr.  Griffin) :  With  reference  to  A-67,  this 
alcohol  unit  document,  was  that  an  application  for 
beer;  do  you  know? 

A.     It  was  an  application  for 

Q.    (Interposing)     Beer  and  wine? 

A.     A  Federal  License  to  handle  beer  and  wine. 

Q.  You  were  inquired  whether  you  signed  this 
before  a  Notary.  Will  you  tell  the  Jury  precisely 
who  gave  you  that  document  and  what  you  did  with 
it  and  the  condition  of  it  when  you  last  saw  it? 

A.     Well,  as  I  recall,  I  was  given  this  to  sign. 

Q.     By  whom? 

A.     By  Mr.  Taylor;  and  I  believe  there  was  a 
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form  for  a  Notary's  acknowledgment,  but  I  never 
saw  the  Notary,  nor  did  I  see  the  acknowledgment 
put  on  there. 

Q.  When  Mr.  Taylor  gave  it  to  you,  did  you 
sign  it?  A.    Yes,  sir.  [3354] 

Q.    And  did  you  give  it  back  to  Mr.  Taylor? 

A.     Yes,  sir. 

Q.  And  do  you  even  know  the  Notary's  name? 
Excuse  me. 

(Whereupon,  Mr.  Griffin  withdrew  the  docu- 
ment from  the  witness.) 

Q.  (Continuing)  Which  would  apparently  be — 
I  am  looking  at  the  seal  A.C.  or  A.G.  Forrest.  Do 
you  know  any  such  individual  or  person? 

A.     No,  I  do  not. 

Q.  Then  you  did  not  sign  the  document  in  the 
presence  of  a  Notary  Public? 

A.    No,  I  did  not. 

Q.  Now,  with  reference  to  both  exhibits  A-67 
and  A-68,  so  far  as  you  know,  did  Mr.  Forster  ever 
see  either  one  of  those  documents? 

A.     Not  as  far  as  I  know. 

Q.  When — was  there  a  time  in  the  incorporation 
of  the  Renton  Ice  and  Ice  Cream  Company,  on  this 
Mr.  Forster's  becoming  interested,  that  Mr.  Tay- 
lor held  the  stock  of  both  yourself,  Mr.  Baskett, 
and  Mr.  Forster?  A.     Oh,  yes. 

Q.  With  reference  to  A-68,  which  is  also  signed 
by  you — correct?  A.    Yes.  [3355] 

Q.     But  the  Notary  line  is  left  blank? 

A.     Yes. 
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Q.  Made  out  to  be  signed,  however,  the  22d  day 
of  September,  1942,  is  that  correct? 

A.     That  is  correct. 

Q.  And  this  was  also  prepared  by  Mr.  Taylor, 
is  that  correct?  A.    Yes,  sir. 

Q.  I  will  ask  you  if  it  isn't  a  fact  that  as  of 
September  22,  1942,  the  stock  book  in  evidence 
of  the  Renton  Ice  and  Ice  Cream  Company,  exhibit 
A-7,  shows  no  stock  issued  or  standing  in  the  name 
of  Hans  Forster  on  September  22,  1942? 

A.     September  22nd? 

Q.     September  22nd. 

A.     No,  there  isn't. 

Q.  I  will  ask  you  if  it  is  not  a  fact  that  the 
stock  book  of  the  Renton  Ice  and  Ice  Cream  Com- 
pany, Exhibit  A-7,  shows  the  first  issuance  of  stock 
to  Hans  Forster  on  September  23,  1942? 

A.     That  is  correct. 

Q.  In  whose  handwriting  are  those  entries,  if 
you  know? 

Mr.  Moriarty:    Is  he  qualified,  Mr.  Griffin? 

Mr.  Griffin:  I  am  not  a  witness.  I  just  asked 
[3356]  if  he  knew.  I  don't  know  whether  he  does 
or  not. 

A.     It  looks  like  Mr.  Taylor's. 

Q.  (By  Mr.  Griffin) :  And  there  is  no  receipt  for 
the  delivery  of  that  stock  certificate  as  shown  in  the 
stock  book,  is  there? 

A.     No,  there  isn't. 

Q.  Do  you  know,  or  do  you  have  any  idea,  when 
that  stock  was  delivered  to  Mr.  Forster? 
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A.     No,  I  don't. 
Q.     The  Articles  of  Incorporation- 


Mr.  Griffin:  If  the  Court  please,  the  Secretary 
of  State's  copy  fell  out  of  this  exhibit  as  I  was 
using  it.  I  don't  know  whether  they  were  a  part  of 
the  exhibit  or  not.  They  just  fell  out  as  I  handed 
the  exhibit  to  the  witness.  It  is  unimportant  but  I 
just  want  to  account  for  it. 

The  Court:    For  its  being  there? 

Mr.  Griffin :  For  its  being  there ;  and  I  now  have 
a  document  in  my  hand,  unmarked.  I  am  perfectly 
willing'  to  stipulate  it  may  be  part  of  Exhibit  A-7. 

Mr.  Cox:     All  right, 

The  Court:  It  is  a  certificate  that  Articles  have 
been  filed? 

Mr.  Griffin:  Yes,  showing  filing  of  the  [3357] 
Articles  with  the  Secretary  of  State,  August  15, 
1938.  Strike  all  of  what  I  have  said.  This  is  the 
Trustee's  certificate  of  the  Renton  Ice  and  Ice 
Cream  Company,  August  17,  1938.  I  don't  see  that 
it  has  any  connection. 

Mr.  Moriarty:  We  suggest  the  exhibit  be  with- 
drawn, and  returned  to  the  party  who  first  exhibited 
A-7. 

The  Court:  All  right;  the  exhibit  may  be  with- 
drawn as  not  x^roperly  a  part  of  the  exhibit. 

Mr.  Griffin:    Yes,  your  Honor. 

The  Court:    I  mean  the  certificate. 

Q.  (By  Mr.  Griffin  continuing) :  After  you 
signed  and  delivered  these  Alcohol — these  permits, 
or  applications, — to  Mr.  Taylor  of  the  Alcohol  Tax 
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Unit,  did  you  have  anything  further  to  do  with 

them  from  that  time? 

A.  Xot  that  I  know  of:  I  have  a  copy  of  one 
somewhere  in  my  files,  but  other  than  that,  no. 

Q.     Do  you  even  know  which  one  was  filed? 

A.  Xo,  I  wouldn't  have,  no,  until  I  saw  the 
stamp  on  there. 

Mr.  Griffin:  That  is  all.  I  think  I  should  reserve 
on  this  other  issue  on  which  you  Honor  [3358]  is 
withholding  ruling. 

The  Court:  Yes.  I  am  withholding  ruling  until 
there  is  further  testimony,  as  Mr.  Cox  indicated. 

Mr.  Griffin:     Yes,  your  Honor. 

The  Court:  So  that  Mr.  Schneider  will  have  to 
be  available. 

Cross  Examination 

Q.  (By  Mr.  Keesling) :  Mr.  Schneider,  showing 
you  Exhibit  212  for  the  month  of  July,  1947,  and 
referring  to  these  nine  "IV,  that  were  placed  in  the 
thousand  category  in  front  of  various  accounts  pay- 
able in  that  July  1947  period 

A.    (Interposing)     Yes. 

Q.   (Continuing)    Mr.  Cox — in  answer  to  Mr. 

Cox's  questions,  your  testimony  was  that,  or  at  least 
in  his  question  he  stated  that,  in  an  unrecorded 
conference  with  Mr.  Obenour,  you  might  have  said 
that  you  were  not  sure  you  saw  Mr.  Taylor  enter 
those. 

At  this  time,  did  you  see,  or  did  you  not  see  Mr. 
Taylor  enter  those  nine  one-thousand  dollar  figures  ? 

A.     I  saw  him. 
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Q.    Are  you  sure  of  thai  \  [3359] 

A.    Yes,  I  am  sure  of  that. 

Mr.  Keesling:     No  further  questions. 

Mr.  Moriarty:    We  have  reserved  our-. 

The  Court :     Any  redirect  ? 

Mr.  Cox:    Yes,  your  Honor. 

The  Court:    This  only  goes 

Mr.  Griffin:  (Interposing)  I  think  before  that 
I  should  have  one  question. 

Cross  Examination 

Q.  (By  Mr.  Griffin):  With  reference  to  Ex- 
hibit 212,  in  whose  handwriting  is  the  total,  eighteen 
thousand— what  is  it?  A.     $253.11. 

Q.     $253.11.  A.    Yes. 

Q.     In  whose  handwriting  is  that  ? 

A.     That  is  Mr.  Taylor's. 

Q.  And  in  whose  handwriting  is  the  second  item, 
$18,277.36?  A.     That  is  mine. 

Q.  And  in  whose  handwriting  are  the  words 
"liquid  carbonic,"  is  it  $24.25? 

A.     That  is  mine. 

Q.  That  is  yours ;  now,  so  that  the  Jury  may  see 
what  we  were  referring  to  on  this  Exhibit  212,  just 
turn  [3360]  this  way,  Mr.  Schneider. 

The  first  total  here,  $18,253.11,  you  say  is  Mr. 
Taylor's  handwriting?  A.     Yes. 

Q.    And  you  added  the  sub  of  $24.25? 

A.    Yes,  sir. 

Q.    And  added  that  to  Mr.  Taylor's  figure? 

A.    Yes,  sir. 
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Mr.  Griffin:    That  is  all. 

Redirect  Examination 

Q.  (By  Mr.  Cox) :  Mr.  Schneider,  handing  you 
again  Defendants'  Exhibit  A-67,  the  application  for 
beer  license,  dated  October  14,  1942,  isn't  it  a  fact 
that  you  actually  signed  that  document  in  Mr.  Tay- 
lor's office  in  the  presence  of  Mr.  Forrest,  the  No- 
tary named  thereon?  A.     No. 

Q.  You  have  a  definite  recollection  that  you 
signed  it  somewhere  else? 

A.  I  have  a  definite  recollection  of  never  meet- 
ing or  knowing  Mr.  Forrest. 

Q.  Aside  from  knowing  him,  did  you  ever  sign 
a  document  in  Mr.  Taylor's  office  in  the  presence 
of  a  Notary,  whether  you  knew  him  or  not? 

A.     I  don't  recall  that  I  did.  [3361] 

Q.  Do  you  have  a  definite  recollection  that  you 
never  did?  A.     No. 

Q.  You  testified,  I  believe,  in  answer  to  a  ques- 
tion by  Mr.  Griffin,  that  there  was  a  time  when  Mr. 
Taylor  held  all  the  stock  in  this  company? 

A.  I  think  that  is  right.  I  never  had  mine  de- 
livered to  me  for  two  or  three  or  four  years. 

Q.  By  that,  you  mean  the  actual  certificates  evi- 
dencing ownership  of  stock  in  the  corporation  had 
not  been  physically  delivered  to  you? 

A.     That  is  right. 

Q.  During  this  entire  period,  however,  Mr. 
Schneider,  did  you  and  Mr.  Baskett,  and  later,  Mrs. 
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Baskett,  and  Mr.  Forster  act  as  stockholders  of  the 

Renton  Ice  and  Ice  Cream  Company? 

A.    Yes,  sir. 

Q.  Had  you  and  Mr.  Baskett  and  Mr.  Forster 
paid  the  six  thousand  dollars  apiece  which  you  in- 
vested in  the  stock  of  the  Renton  Ice  and  Ice  Cream 
Company,  in  that  corporation? 

A.     I  did,  I  know. 

Q.     And  Mr.  Forst- 

A.     I  would  think  so. 

O.     And  Mr.  Baskett?  [3362] 

A.    Yes. 

Q.  As  a  matter  of  fact,  haven't  you  testified  that 
all  but  two  thousand  dollars  of  that  amount  was 
required  for  the  down  payment  made  to  Mr.  Wil- 
liams ?  A.    Yes. 

Q.  And  that  was  made  at  the  inception  of  this 
corporation :  is  that  correct  ?  A.     Yes. 

0.  Would  you  say,  therefore,  Mr.  Schneider, 
that  on  September  22,  1942,  Mr.  Forster  had  sub- 
scribed and  paid  for  his  stock,  regardless  of 
whether  or  not  the  certificate  had  actually  been 
iss ued  to  him?  A.     Supposedly  he  did. 

Q.     Supposedly  he  did  ? 

A.     Yes,  as  far  as  I  knew. 

Q.  Then,  on  both  of  the  dates  here  in  question, 
both  September  22,  1942,  and  October  14,  1942— 
those  being  the  dates  respectively  of  Defendants' 
A-6-S  and  A-67, — Mr.  Forster  had  subscribed  and 
paid  for  six  thousand  shares  of  the  capital  stock  of 
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the  Renton  lee  and  Ice  Cream  Company,  did  he 

not  ? 

Mr.  Keesling:  If  the  Court  please,  if  this  is  his 
witness,  it  is  leading. 

The  Court:  The  last  portion  makes  it  leading, 
Counsel.   Will  you  restate  the  question?  [3363] 

Mr.  Cox:     Yes,  I  will. 

Q.  (By  Mr.  Cox  continuing) :  Mr.  Schneider, 
had  Mr.  Forster  subscribed  and  paid  for  his  stock 
in  the  Renton  Ice  and  Ice  Cream  Company  to  the 
best  of  your  recollection  prior  to  September  22, 
1942?  A.     I  thought  so. 

Mr.  Cox :    That  is  all. 

Recross  Examination 

Q.  (By  Mr.  Griffin)  :  And  did  the  Secretary- 
Treasurer,  Mr.  Hicks  Taylor,  take  care  of  all  those 
matters?  A.     Yes,  sir. 

Mr.  Griffin:     That  is  all. 

Mr.  Moriarty:     Xo  questions. 

The  Court:  Mr.  Schneider,  if  you  will  remain 
subject  to  call,  it  may  be  necessary  for  you  to  come 
back,  if  there  is  some  further  cross-examination. 
You  expect  to  be  in  town,  do  you? 

The  Witness:    Yes,  in  Renton. 

The  Court :  When  do  you  expect  to  have  your 
other  testimony.  Mr.  LeSourd? 

Mr.  LeSourd:  It  will  probably  be,  I  imagine, 
toward  the  eud  of  the  week,  your  Honor,  or  the  first 
of  next  week.  [3364] 
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The  Court:  Then  we  wouldn't  be  in  a  position 
to  act  upon  this  matter  for  a  day  or  two? 

Mr.  LeSourd:  If  your  Honor  wishes  us  to  take 
that  out  of  step,  we  have  other  testimony  from  the 
same  witness,  and  we  could  call  him  at  that  time. 

The  Court:  The  matter  is  fresh  in  our  minds 
now. 

Mr.  LeSourd:     All  right.    Then,  if  you  will  step 

down   now,   we   are   through   for  this   moment,    at 

least. 

I  Witness  excused.)  [3365] 
»  *  *  *  * 

L.  HICKS  TAYLOR 

upon  being  called  as  a  witness  for  and  on  behalf 
of  the  Defendant  Taylor,  and  upon  being  first  duly 
sworn,  testified  as  follows: 

Direct  Examination 

Q.  (By  Mr.  LeSourd)  :  You  are  L.  Hicks  Tay- 
lor, one  of  the  Defendants  in  this  case  ? 

A.     I  am. 

Q.     Where  were  you  born,  Mr.  Taylor  ? 

A.     I  am  a  native  son  of  Seattle. 

Q.    What  is  your  age  1 

A.     I  am  63  years  of  age. 

Q.  What  is  the  fact  as  to  whether  you  have  lived 
in  this  community  all  of  your  life? 

A.     I  have  lived  my  entire  life  in  Seattle. 

Q.     Are  you  married  I  A.     I  am. 

Q.     Where  do  you  and  your  wife  reside  ? 

A.  At  511  West  Mercer  Place.  Seattle.  Wash- 
ington. 
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Q.  Mr.  Taylor,  what  was  the  economic  situation 
in  your  family  when  you  were  growing  up? 

A.  It  was  necessary  for  me  to  support  myself  at 
a  rather  young  age.  [3494] 

Q.    At  what  time  did  you  leave  school? 

A.  I  left  school  in  my  Sophomore  year  in  High 
School. 

Q.    And  did  you  go  to  work  at  that  time? 

A.     I  did. 

Q.  Did  you  complete  your  high  school  educa- 
tion? 

A.  Through  night  school,  I  obtained  consider- 
able more  education. 

Q.     Did  you  ever  get  your  high  school  diploma? 

A.     I  did  not. 

Q.     Did  you  take  any  accounting  education? 

A.    Yes. 

Q.     What  accounting  education  have  you  had? 

A.  I  attended  the  University  Extension  three 
semesters  under  Professor  McConaghey. 

Q.  Did  you  have  any  other  accounting  educa- 
tion ? 

A.  T  have  an  accounting  degree  from  LaSalle 
University. 

Q.  Is  tli at  an  attendance  course  or  an  extension 
course?  A.     It  is  an  extension  course. 

Q.  Mr.  Taylor,  when  did  you  first  go  into  prac- 
tice for  yourself  in  the  bookkeeping  or  accounting 
field?  A.     In   1919.    [3495] 

Q.  And  what  was  the  nature  of  your  work  at 
that  time?  A.     Bookkeeping  service. 
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Q.     Was  that  here  in  Seattle?  A.     Yes. 

Q.  When  were  you  licensed  as  a  puhlic  account- 
ant? A.     Early  in  1934. 

Q.  And  under  what  name  have  you  practised 
public  accounting? 

A.    L.  Hicks  Taylor  and  Company. 

Q.     At  what  location  have  you  had  your  office? 

A.     At  several  locations. 

Q.     Are  they  all  here  in  Seattle? 

A.     All  downtown  Seattle. 

Q.  Where  was  your  office  in  the  years  involved 
in  this  case,  1945  through  1949? 

A.  In  the  Textile  Tower,  at  Seventh  and  Olive 
Way. 

Q.  Since  you  were  licensed  as  a  public  account- 
ant, Mr.  Taylor,  to  what  extent  have  you  devoted 
your  time  to  your  practice? 

A.     Continuously. 

Q.     Part-time  or  full  time? 

A.     Full  time.  [3496] 

Q.  In  your  practice,  have  you  developed  any 
particular  type  of  clientele?  A.    Yes. 

Q.    What  type  of  clientele  did  you  develop? 

A.  The  greatest  portion  of  my  clientele  are  on  a 
monthly  fee  basis. 

Q.  What  was  their  nature  with  respect  to 
whether  they  were  a  large  business  or  a  small  busi- 
ness? 

A.  The  greater  portion  of  my  practice  was  of 
the  smaller  type  of  business. 

Q.    What    was    their    nature    with    respect    to 


1506  Hans  Forster  vs. 

(Testimony  of  L.  Hicks  Taylor.) 

whether  they  were  closely  held  businesses  or  widely 

held  businesses? 

A.  In  most  cases,  they  were  individual  proprie- 
torships, or  small  corporations  with  few  stockhold- 
ers. 

Q.  Would  you  give  us,  in  general  terms,  the 
scope  of  work  that  you  did  during  the  years  here 
involved,  1945  to  1949,  for  your  typical  clients  ? 

A.  In  a  majority  of  cases,  we  maintained  the 
general  ledger,  installing  what  we  call  a  balancing 
cash  journal.  It  is  a  fairly  informative  book,  and 
is  completed  by  the  bookkeeping  force  in  the  or- 
ganization that  you  operate  for.  It  is  all  com- 
pleted and  [3497]  presented  to  our  office,  or  to  me, 
to  keep  in  the  general  ledger. 

Q.  Now,  in  addition  to  the  cash  balancing  jour- 
nal that  you  mentioned,  what  type  of  bookkeeping 
records,  if  any,  were  set  up  for  your  ordinary  type 
of  client? 

A.  Most  clients  must  have  a  sales  register.  They 
may  have  a  check  register  or  a  combination  cash 
journal  which  embodies  a  check  register  and  cash 
receipts.  Sales  are  generally  handled  through  some 
type  of  a  sales  register,  or  maybe  combined,  asso- 
ciated and  posted  to  this  cash  balancing  journal. 

Q.    Were  accounts  payable  records  also  set  up? 

A.  Accounts  payable  records  are  kept  by  differ- 
ent ones  in  different  ways. 

Some  pay  from  invoices  and  statements.  Some 
maintain  a  book  or  an  accounts  payable  journal, 
and  post  all  their  bills  and  items  to  that,  and  totals 
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are  taken  from  that  to  the  balancing  cash  journal. 

Many  clients  liave  an  accounts  payable  journal 
column  in  the  cash  journal,  and  post  all  their  state- 
ments and  invoices  directly  to  this  cash  journal  and 
make  their  distribution  there. 

Q.  To  what  extent,  Mr.  Taylor,  in  your  practice, 
did  you  keep  books  of  account  yourself  for  clients 
other  than  the  general  ledger?  [3498] 

A.  Not  to  any  great  extent.  I  have  kept  the 
entire  records  of  some  companies,  but  not  large 
ones. 

Q.  To  what  extent  did  your  client  supply  the 
figures  to  you  for  inclusion  in  the  ledger? 

A.  In  most  cases,  all  the  figures  are  furnished 
to  us.   We  do  not  audit. 

Q.  You  spoke  of  "you  do  not  audit";  you  mean, 
you  never  make  an  audit? 

A.  That  is  a  little  too  broad.  I  have  made  a  few 
audits  in  my  practice,  but  it  is  not  my  regular  prac- 
tice. The  time  element  of  an  audit  many  times 
takes  anywhere  from  a  week,  sometimes  two  weeks. 
In  our  work  of  individual  clients  on  a  monthly 
basis,  we  do  not  have  the  time  to  take  on  an  audit 
of  any  size. 

Q.  Now,  in  that  connection,  Mr.  Taylor,  have 
you  ever  referred  to  yourself  as  an  auditor? 

A.  I  am  afraid  that  I  have,  in  a  general  way, 
as  an  auditor  and  accountant. 

Q.  We  have  heard  lots  of  testimony  here  in 
which  sometimes  the  word  "auditor"  is  used,  and 
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sometimes  the  word  "accountant,''  but  what  is  the 

fact  as  to  the  use  of  those  two  words,  generally? 

A.  Well,  it  is  a  matter  of  statements  sometimes 
that  tie  the  two  together.  As  a  rule,  we  refer  to 
ourselves  as  accountants,  and  not  as  auditors. 

Q.  But  you  have  used  both  terms  interchange- 
ably? A.     I  have  done  that. 

Q.  Now,  referring  to  Mr.  Forster's  enterprises 
in  the  years  here  in  question,  1945  to  1949,  did  you 
make  audits  of  those  enterprises? 

A.     I  did  not. 

Q.  Have  you  been  able,  during  the  years  of  your 
practice,  were  you  able  to  handle  all  of  the  account- 
ing business  you  developed  ?  A.I  have  not. 

Q.     Were  other  accountants  associated  with  you? 

A.  I  have  had  from  one  to  four  at  different 
times. 

Q.     How  about  in  the  years  1945  to  1949? 

A.     I  had  three  most  of  that  period. 

Q.  Now,  you  mentioned  clients  on  a  monthly 
fee  basis.  To  what  extent  was  your  practice  devoted 
to  that  type  of  practice? 

A.  I  would  say  in  most  cases  it  would  be  very 
limited,  those  that  were  not  that  way. 

Q.  Did  you  have  clients  for  whom  you  merely 
prepared  the  income  tax  return? 

A.     Yes,  a  few.  [3500] 

Q.  Now,  referring  to  the  years  1945  to  1949,  did 
you  receive  retainers  from  monthly  clients  during 
that  period?  A.    Yes. 

Q.     Approximately  how  many  clients,  Mr.  Tay- 
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lor,  did  you  have  in  that  period  on  a  monthly  re- 
tainer basis? 

A.     Probably  from  20  to  30,  probably. 

Q.  Now,  during  those  same  years — excuse  me, 
you  mean — do  you  mean  by  that  that  you  would 
have  that  many  at  any  one  time?  A.    Yes. 

Q.  During  those  same  years,  what  would  be  your 
estimate  of  the  number  of  persons  or  corporations 
for  whom  you  merely  prepared  the  tax  returns 
without  being  on  a  monthly  basis? 

A.  It  would  not  be  very  many,  probably  20  or 
25. 

Q.  Did  the  Second  World  War  have  any  effect 
on  your  practice,  Mr.  Taylor? 

A.     A  very  noticeable  effect. 

Q.    What  was  that  effect? 

A.  Well,  it  practically  kept  me  working  all  of 
my  waking  hours,  the  demands  were  so  great. 

Q.  How  long  did  this  pressure  of  work  con- 
tinue? [3501]  A.     Until  1950. 

Q.  What  hours  did  you  work  during  this  pe- 
riod ? 

A.  Well,  they  were  pretty  long.  I  don't  believe 
I  could  estimate.  They  were  longer  than  an  eight- 
hour  day,  very  much. 

Q.  Do  you  belong  to  any  professional  organi- 
zations ?  A.     Yes. 

Q.     What  were  they? 

A.  I  was  a  member  of  the  first  Seattle  Associa- 
tion of  Public  Accountants,  and  I  believe,  its  Third 
President.    Then  they  were  converted  into  the  Se- 
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attle  and  Washington  State  Association  of  Licensed 
Public  Accountants,  and  I  held  the  presidency  of 
the  City  Association  twice,  and  with  the  Washing- 
ton State  Association  twice. 

Q.  Mr.  Taylor,  when  did  you  first  meet  Mr. 
Forster? 

A.     As  I  recollect,  it  was  around  1928. 

Q.     What  were  the  circumstances  ? 

A.  Mr.  Peters  had  employed  me  to  do  some  work 
on  the  Issaquah  Creamery. 

Q.  And  you  met  Mr.  Forster  at  that  time?  Did 
you? 

A.  Through  Mr.  Peters,  I  met  Mr.  Forster, 
yes.  [3502] 

Q.  When  did  you — when  did  you  commence 
regular  accounting  work  for  Issaquah  Creamery 
Company?  A.     I  believe,  in  1928. 

Q.  Did  Mr.  Forster  thereafter  acquire  an  in- 
terest? 

A.  Mr.  Forster  acquired  49  percent  interest  in 
the  Issaquah  Creamery  Company,  Incorporated, 
from  Mr.  Peters. 

Q.  Did  Mr.  Forster  thereafter  acquire  a  greater 
interest  ? 

A.  At  a  later  date,  as  I  recollect,  it  was  1931 
or  1932,  he  signed  a  contract  to  purchase  the  bal- 
ance of  the  shares  from  Mr.  Peters. 

Q.  Now,  speaking  of  that  time,  1931  and  1932, 
what  was  the  size  of  the  Issaquah  Creamery  Com- 
pany? 

A.     It  was  a  very  small  organization. 
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Q.  Was  Alpine  Dairy  Milk  distribution  a  part 
of  it  at  that  time? 

A.  It  did  not  come  into  existence  until  1931 
or  '2. 

Q.  And  when  it  came  into  existence,  was  it  a 
separate  organization,  or  was  it  a  part  of  the  Issa- 
quah  Creamery? 

A.  It  was  a  retail  distribution  of  the  Issaquah 
Creamery  Company.  [3503] 

Mr.  LeSourd:  Your  Honor,  I  think  it  is  time 
for  recess. 

The  Court :    Ladies  and  Gentlemen  of  the  Jury : 

We  will  now  take  the  mid-afternoon  recess.  The 
Court  calls  your  attention  to  the  admonition  given 
on  similar  occasions,  and  asks  that  you  heed  it  on 
this  occasion. 

(Whereupon,  the  Jury  retired  from  the 

Courtroom.)   [3504] 

***** 

The  Court:    You  may  be  seated. 

It  is  stipulated  that  the  Jury  and  all  defendants 
are  present  in  the  courtroom  ? 

Mr.  Griffin:     Yes,  your  Honor. 

Mr.  Moriarty:     Yes.  your  Honor. 

The  Court:     You  may  proceed,  Mr.  LeSourd. 

Q.  (By  Mr.  LeSourd) :  Mr.  Taylor,  did  you  at 
some  time  start  receiving  compensation  from  Issa- 
quah Creamery  Company  at  the  rate  of  $100  per 
month?  A.    Yes. 

Q.     About  when  was  that  ? 

A.     To  the  best  of  mv  recollection,  about  193;">. 


1512  Hans  Forster  vs. 

(Testimony  of  L.  Hicks  Taylor.) 

Q.  And  did  the  Issaquah  Creamery  Company, 
from  whom  yon  received  that  compensation  then 
include  both  the  Issaquah  Creamery  Company  and 
the  Alpine  Dairy  business? 

A.     It  included  both,  yes. 

Q.  To  what  extent  did  these  businesses  grow  in 
the  late  1930 's? 

A.  My  approximate  recollection,  to  approximate 
one  million  to  two  million  dollars  a  year  in  sales. 

Q.  There  has  been — you  are  testifying  there  as 
to  the  late  '30s,  prior  to  the  '40s?  [3512] 

A.     Yes. 

Mr.  Moriarty:    I  didn't  get  his  answer. 

Mr.  LeSourd :    One  to  two  million. 

Mr.  Moriarty:     Two  or  to  that? 

Q.     (By  Mr.  LeSourd) :    It  grew  to  that? 

A.     One  to  two  million  dollars,  yes. 

Q.  There  has  been  testimony  here  concerning  a 
trip  Mr.  Forster  took  to  Switzerland  in  1939.  Did 
he  make  any  arrangements  with  you  for  the  period 
while  he  was  to  be  away?  A.     Yes,  he  did. 

Q.  What  did  you  do  during  this  period  other 
than  the  duties  you  normally  carried  on? 

A.  At  that  time,  I  was  the  other  party  able  to 
sign  on  the  Issaquah  Creamery  bank  account  at  the 
Washington  State  Bank.  Mr.  Forster  did  not  de- 
sire to  have  someone  else  sign,  and  requested  that 
I  go  to  Issaquah  and  sign  checks  during  that  period. 

Q.     Did  you  make  a  trip  to  Issaquah? 

A.     I  made  trips  two  or  three  times  a  week. 
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i    e  sation  for  this 

A.    Yes,  I  received  $300  when  I  returned. 
'  >.    Who  was  in  charge  of  the  plant  at  Issaquah 
daring  [3513]  this  period  I 

recollection  is  that  it  was  Mr.  Krumbah. 

Q.     And  who  was  in  charge  of  the  office  at  Is 
qnaii  during  this  period  .'  A.    Mr.  Erickson. 

Q.  Now,  what,  if  any — there  lias  been  testimony 
concerning  another  trip  to  Switzerland  by  Mr.  For- 
ster  in  1947.  What,  if  any,  arrangements  did  he 
make  with  you  for  extra  services  at  that  time  ? 

A.     None  whatever. 

Q.  What,  if  anything,  did  you  do  at  that  time 
outside  of  your  normal  duti< 

A.  To  the  best  of  my  memory,  the  jobbers  at 
Alpii  is    little  pressure  on  Mr.  Tames  E 

who  was  the  sales  manager,  and  acting  manager, 
and  T  believe  we  had  one  meeting  relative  to  that 
during  his  trip. 

Q.  Did  you  perform  any  other  duties  during 
that  period  of  time,  outside  of  your  normal  duties? 

A.     Xot  to  my  recollection. 

O.  Were  you  paid  anything  extra  during  this 
1947  trip  ?  A.     T  was  not. 

Q.  Now,  the  testimony  here,  Mr.  Taylor,  shows 
that  during  the  period  here  involved.  1945  through 
1949.  [3514]  Alpine  Dairy  was  a  sole  proprietorship 
of  Mr.  Forster.  When  was  it  split  off  from  Issa- 
quah Creamery  Company  ?  A.     In  1940. 
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Q.  Under  whose  advice  and  direction  was  this 
split  off  accomplished? 

A.  To  the  best  of  my  recollection,  Mr.  Beadon 
Hall  had  discussed  it  with  Mr.  Forster,  relative  to 
quite  a  definite  change  in  the  tax  returns  of  a  cor- 
poration. Mr.  Hall's  idea  was  to  disincorporate  the 
Issaquah  Creamery 

Mr.  Griffin:  If  the  Court  please,  this  is  objected 
to  as  hearsay,  unless  this  witness  was  present  and 
so  far,  it  is  not  disclosed,  and  I  move  the  answer 
be  stricken.  If  he  was  present  at  such  a  conversa- 
tion, I  have  no  objection. 

Q.  (By  Mr.  LeSourd) :  Mr.  Taylor,  confine 
yourself  to  not  what  other  people  have  stated,  but 
as  to  facts. 

Under  whose  direction  was  this  split  off  accom- 
plished ? 

The  Court:  Are  you  asking  that  a  portion  be 
stricken  ? 

Mr.  Griffin:    Yes. 

The  Court:  Was  any  portion  of  your  testimony 
with  respect  to  what  Mr.  Beadon  Hall  said,  [3515] 
was  that  made  in  your  presence  % 

The  Witness:  That  was  made  in  my  presence, 
yes. 

The  Court:    Do  you  wish  a  time? 

Mr.  Griffin:  It  is  still  hearsay  unless  made  in 
the  presence  of  Mr.  Forster.  If  it  was,  I  have  no 
objection. 

Mr.  LeSourd :    Well 
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The  Court:  (Interposing)  Do  you  wish  to  go 
into  it? 

Mr.  LeSourd:  No,  we  don't  wish  to  go  into  it, 
your  Honor. . 

The  Court:  Any  portion  of  the  answer  that  is 
hearsay,  any  statement  made  to  this  witness  out- 
side the  presence  of  Mr.  Forster,  may  be  considered 
hearsay  and  stricken. 

Q.  (By  Mr.  LeSourd  continuing) :  Mr.  Taylor, 
can  you  tell  us,  if  you  know,  any  facts  in  your 
knowledge  as  to  under  whose  advice  and  direction 
this  split-off  was  accomplished1? 

A.  The  final  and  closing  working  over  it  was 
done  by  Mr.  Harry  Jones  of  Jones  and  Bronson, 
attorneys  in  the  Colman  Building. 

Q.  Did  this  split-off  entail  extra  accounting 
work  [3516]  for  you  ?  A.     It  did. 

Q.     Did  you  perform  that  work? 

A.    I  did. 

Q.     Did  you  receive  extra  compensation  for  it  ? 

A.     I  did  not. 

Q.  What  effect,  if  any,  did  this  split-off  have 
on  the  amount  of  regular  monthly  work  involved  in 
the  accounting  for  these  businesses? 

A.     It  increased  my  work,  quite  naturally. 

Q.  What  effect  did  it  have  in  the  preparation  of 
tax  returns? 

A.  It  required  me  to  make  additional  tax  re- 
turns. In  the  case  of  Alpine  Dairy,  it  was  necessary 
to  make  up  the  detailed  statement  for  Mr.  Forster 's 
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personal  return  besides  making  the  corporate   re- 
turn. 

Q.  Did  you  at  the  time  when  these  businesses 
were  split  off,  have  any  discussions  with  Mr.  For- 
ster relative  to  compensation?  A.     I  did. 

Q.    And  what  was  said  at  that  time? 

A.  I  told  Mr.  Forster  that  I  expected  an  in- 
crease, and  that  the  detail  of  the  ledger  work  was 
increased.  [3517]  Mr.  Forster  felt  that  Mr.  Erick- 
son  could  take  on  a  bigger  portion 

Mr.  Griffin:  (Interposing)  Just  a  moment.  I 
have  no  objection  to  the  witness  testifying  as  to 
what  Mr.  Forster  said.  As  to  what  Mr.  Forster  felt 
is  something  different. 

A.  (Continuing)  Mr.  Forster  said  that  Mr. 
Erickson  could  take  over  more  of  the  duties,  could 
take  over  the  reconciliation  of  the  bank  account, 
the  accounts  payable  control,  the  accounts  receiv- 
able control,  and  could  turn  the  journals  over  to 
me  in  a  completed  fashion,  that  I  could  post  to  the 
ledger  and  he  did  not  care  to  increase  my  compen- 
sation. 

Q.  (By  Mr.  LeSourd) :  What  fees  did  you  re- 
ceive thereafter  from  these  businesses? 

A.  Just  the  same,  only  now  divided,  fifty  dollars 
on  each  account. 

Q.  What  fees  did  you  receive  from  these  busi- 
nesses in  the  period  1945  to  1949? 

A.     The  same  amount. 

Q.     Did  these  businesses  pay  some  of  your  ex- 
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jea  at  the  Washington  Athletic  Club  in  1945  to 
19491  A.     I  believe  that  they  did.  [3518] 

Q.     How  much  did  that  amount  to  I 

A.  In  the  four  years,  probably  three  or  four 
hundred  dollars. 

Q.  Daring  this  period  1945  to  1949,  who  was  in 
charge  of  the  books  at  Issaquah  Creamery  Com- 
pany ?  A.     Mr.  Erickson. 

Q.    What  assistance  did  he  haw 

A.  As  1  recall,  he  had  three  people  in  the  office 
with  him. 

Q.  How  often  did  you  go  out  to  Issaquah  on 
accounting  work  for  Issaquah  Creamery  Company 
and  Alpine  Dairy  ?  A.     Once  a  month. 

Q.  How  long  were  you  at  Issaquah  usually  on 
these  tripe  i  A.     The  whole  day. 

Q.  Did  you  stop  by  Issaquah  Creamery  Com- 
pany at  other  times  during  the  month  ? 

A.  It  is  possible  that  I  have  stopped  by  now 
and  then,  not  often. 

;  T        often  would  you  think  ? 

A.     TTell.  probably  once  a  month:  maybe  twice. 

Q.    What  would  be  the  nature  of  those  visits  . 

A.  Usually  just  passing  of  time  of  day  or  buy- 
ing some  ice  cream  or  butter.  [3519] 

Q.  Xow,  on  the — then,  insofar  as  actual  account- 
ing work,  is  it  your  testimony  that  you  were  there 
just  once  a  month  I  A.     Once  a  month,  yes. 

Q.  Xow.  on  these  monthly  visits,  would  you  de- 
scribe. Mr.  Taylor,  just  exactly  what  you  did  ? 

A.     The    journals    were    always    completed,    and 
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they  were  placed  on  a  desk  in  the  outer  office,  and  I 
was  in  a  position  to  start  work  right  away.  Mr. 
Erickson's  work  was  always  complete,  and  I  would 
take  the  ledger  and  commence  to  post  the  journals 
that  Mr.  Erickson  had  completed. 

Q.  Now,  just  what  information  did  you  receive, 
and  in  what  form  did  you  receive  it? 

A.  The  journals  were  in  balance,  and  Mr.  Erick- 
son would  prepare  me  information  slips  on  adding 
machine  tapes,  and  various  smaller  paper  which 
would  be  placed  in  the  ledger  for  my  use. 

Q.  Referring  you  to  Defendants'  Exhibit  A-16, 
I  will  ask  you  what  this  is,  with  reference  to  your 
testimony,  this  last  statement? 

A.  I  am  looking  at  Defendants'  Exhibit  A-16 
which  has  the  distribution  of  sundries,  debit  and 
credit,  the  distribution  of  the  miscellaneous,  or  ex- 
pense and  purchase  column,  and  an  inventory  as 
of  [3520]  August  31 ,  1948,  for  the  Issaquah  Cream- 
ery Company. 

I  am  now  looking  at  the  distribution  of  the  mis- 
cellaneous column,  or  the  purchasing  and  expense 
column,  and  a  sundries  column  of  the  Alpine  Dairy. 

This,  combined  with  the  footings  across  the  jour- 
nal were  posted  to  my  ledger  to  take  off  a  trial 
balance. 

Q.  Now,  handing  you  Plaintiff's  Exhibit  249, 
the  cash  balancing  journal  of  Alpine  Dairy,  opened 
at  the  last  page  of  a  series  of  sheets  for  August, 
1946,  T  will  ask  you  whether  the  footings  on  that 
page  are  the  footings  that  you  are  referring  to? 
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A.     That  is  correct. 

Q.  Would  you  hold  those  up  so  that  the  Jury 
can  see  them,  Mr.  Taylor? 

(Whereupon,  the  witness  complied  with  the 
request.) 

Q.  (Continuing)  Now,  there  are  some  check- 
marks above  those  footings.  Would  you  tell  us  what 
those  checkmarks  are? 

A.  Those  were  my  checkmarks  when  I  posted 
the  journal  to  the  ledger. 

Mr.  Keesling :    What  was  the  date  ? 

Mr.  LeSourd:  The  last  page  for  August,  1946, 
of  [3521]  the  Alpine  Dairy. 

Mr.  Moriarty:    Nineteen 

Mr.  LeSourd:     (Interposing)  August  of  1946. 

Q.  (By  Mr.  LeSourd)  :  Now,  was  this  method 
of  securing  information  from  Mr.  Erickson's  jour- 
nals the  same  for  both  Alpine  and  Issaquah  Cream- 
ery? A.     That  is  correct. 

Q.  What  records  did  Mr.  Erickson  keep  for  Al- 
pine Dairy? 

A.  The  Alpine  Dairy  operating  department  was 
in  Seattle. 

Q.    Yes,  what  records  did  Mr. 

A.  (Interposing)  Mr.  Erickson  retained — main- 
tained the  journal  at  Issaquah,  which  handled  the 
accounts  payable,  the  check  register,  the  payroll  ac- 
counts. 

Q.  Now,  after  entering  these  figures  that  you 
have  secured  from  these  tapes  and  journals  in  your 
general  ledger,  what  did  you  do? 
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A.     I  took  off  a  trial  balance  on  a  work  sheet. 

Q.    What  is  the  nature  of  a  trial  balance? 

A.  That  is  the  balancing  figure  taken  from  the 
debits  and  the  credits  from  the  ledger  after  the 
posting  [3522]  of  these  figures  to  the  ledger. 

Q.  When  you  say  "these  figures,"  you  are  re- 
ferring to 

A.  (Interposing)  I  am  referring  to  Exhibit 
A-16. 

Q.  And  after  getting  up  trial  balances  that 
would  be  a  separate  trial  balance  for  each  of  these 
businesses?  A.     That  is  correct. 

Q.     What  did  you  do  then? 

A.  I  prepared  a  profit  and  loss  and  a  balance 
sheet  on  my  work  sheets. 

Q.  That  would  be  the  type  of  work  sheets  that 
had  been  introduced  here  in  evidence? 

A.     That  is  correct. 

Q.  Now,  you  are  still  at  Issaquah  working.  You 
are  doing  this  at  Issaquah? 

A.     That  is  correct. 

Q.  And  when  you  prepared  your  work  sheets 
with  the  profit  and  loss  and  balance  sheet,  what  did 
you  do  with  that? 

A.  Most  times,  when  I  was  there,  Mr.  Forster 
would  be  there,  and  we  would  step  into  his  private 
office  and  discuss  the  profit  and  loss  statement  for 
the  period. 

Q.  Did  you  make  any  practice  to  go  to  Issa- 
quah [3523]  on  any  particular  day  of  the  week? 

A.     It  was  Mr.  Forster 's  desire  that  I  be  there 
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the  day  that  he  could  be  out  there,  usually  on  a 

Saturday  or  a  Wednesday. 

Q.  Now,  would  you  state  what  the  nature  of 
these  figures  that  you  received  on  the  adding  ma- 
chine tapes,  like  A-16,  and  from  the  footings  in  the 
journal  are  with  reference  to  whether  they  arc  total 
summary  figures,  or  whether  they  are  broken  down 
and  disclose  all  of  the  various  business  transactions 
of  the  company? 

A.  I  am  looking  at  Exhibit  A-16.  One  of  these 
adding  machine  tapes  is  postings,  or  the  summary, 
from  a  sundries  column  in  the  journal.  The  debits 
read  this  way: 

"Pay  checks,  $10,540.92;  milk  checks,  $83,660.64; 
equipment,  Ford  truck,  $4,558.56." 

At  the  right  of  the  column,  it  gives  the  account 
number;  of  the  paychecks,  105;  milk  checks,  106; 
equipment,  Ford  truck,  109. 

Q.  Now,  with  regard  to  the  other  column,  col- 
umn of  expenses,  would  you  likewise  indicate  what 
the  nature  of  those  items  are? 

A.  I  am  still  reading  from  A-16,  the  expenses 
and  miscellaneous  column  from  the  Issaquah 
Creamery  journal.  [3524] 

Q.  Yes,  would  you  read  some  of  those  items,  Mr. 
Taylor? 

A.     The  expense  accounts  are  all  numbered.    On 
No.  1  is  milk.  Would  you  like  the  amounts? 
Q.    Yes,  please. 
A.     Milk,  $128,426.53 ;  No.  2  is  Cream,  $11,667.52 ; 
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No.  3  is  Butter,  $31,409.55;  Miscellaneous,  No.  9, 

$64,263.91. 

Q.     I  think  that  is  enough. 

Now,  that  No.  9,  Miscellaneous,  is  that  the  ac- 
count that  has  been  testified  here  so  much? 

A.     That  is  correct. 

Q.  And  you  got  that  in  one  figure  as  shown 
there  ? 

A.     It  was  one  figure  in  the  amount  of  $64,263.91. 

Q.  Now,  when  you  discussed  these  tentative 
profit  and  loss  figures  from  your  work  sheet  with 
Mr.  Forster  on  your  visit  to  Issaquah,  what,  if  any, 
familiarity  did  it  appear  to  you  that  Mr.  Forster 
and  Mr.  Erickson  already  had  of  the  profit  for  the 
month  I 

Mr.  Griffin:    Object  to  the  form  of  the  question. 

The  Court:     Objection  sustained.  [3525] 

Q.  (By  Mr.  LeSourd) :  Did  you  discuss  these 
profit  and  loss  figures  with  Mr.  Forster  and  Mr. 
Erickson  usually?  A.    Yes,  we  did. 

Q.  Did  they  exhibit  at  that  time  any  familiarity 
with  what  the  profit  and  loss  figures  might  be? 

Mr.  Griffin:  Object  to  the  form  of  the  question, 
and  it  is  leading. 

Mr.  LeSourd:    Just  a  moment,  Mr.  Taylor. 

The  Court:    I  think 

Mr.  Griffin:  (Interposing)  It  is  calling  for  a 
conclusion. 

The  Court:  I  think  it  is  objectionable  in  form, 
Mr.  LeSourd. 

Mr.  LeSourd:    Well,  your  Honor,  my  first  ques- 
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tion  was  not  leading.  What,  if  any,  (familiarity, 
they  did  exhibit,  and  I  think  that  is  perfectly 
proper. 

Mr.  Griffin:    What  was  said. 

Mr.  LeSourd :  All  right,  I  will  rephrase  it  again, 
your  Honor. 

Q.  (By  Mr.  LeSourd) :  Mr.  Forster — excuse 
me,  Mr.  Taylor,  in  these  conferences  with  Mr.  For- 
ster, was  anything  said  by  Mr.  Forster  or  Mr. 
Erickson  which  indicated  to  you  that  they  had  any 
familiarity  already  with  what  the  profit  should  be 
for  [3526]  the  month? 

Mr.  Keesling:    I  object  to  it  as  leading. 

Mr.  Griffin:  I  think  the  form  of  that  question  is 
objectionable.  I  have  no  objection  to  any  question 
as  to  what  was  said,  so  far  as  Mr.  Forster  was  con- 
cerned. 

The  Court:  The  first  question  here  is,  if  any- 
thing was  said. 

Mr.  LeSourd:     That  is  right. 

The  Court:  Objection  overruled.  "Yes"  or  "no," 
Mr.  Taylor.  A.     Yes. 

Q.     (By  Mr.  LeSourd) :    And  what  was  that? 

Mr.  Griffin:  Just  a  moment.  I  am  objecting  to 
anything  said  by  Mr.  Erickson  unless  in  the  pres- 
ence of  Mr.  Forster.  I  have  no  objection  to  any- 
thing he  will  testify  as  to  what  Mr.  Forster  said 
to  Mr.  Taylor. 

The  Court:  If  there  is  anything  said  here,  and 
if  both  were  not  present,  I  take  it  it  would  be  ad- 
mitted only  as  to  the  one  present? 


1524  Hans  Forster  vs. 

(Testimony  of  L.  Hicks  Taylor.) 

Mr.  LeSourd:    Yes. 

The  Court :  So  that  you  may  want  to  distinguish 
if  there  was  anything  said  with  one  present,  or 
otherwise  ?   [3527] 

Mr.  LeSourd:  Yes.  May  I  ask  a  preliminary 
question  to  that? 

Q.  (By  Mr.  LeSourd  continuing) :  In  these 
conferences,  monthly,  we  are  speaking  of,  who  was 
present?  A.     Mr.  Forster  and  Mr.  Erickson. 

Q.    Were  they  always  both  there? 

A.    Not  always,  no. 

Q.    What  was  the  usual  situation? 

A.     Usually,  they  both  participated. 

Q.  Now,  would  you  state  if  anything  was  said 
by  these  gentlemen,  and  indicate  whether  or  not 
they  were  both  present  at  such  time,  if  you  can 
recall  any  particular  thing  along  that  line? 

A.  The  work  sheet  generally  showed  the  profit 
accumulated  for  the  period,  and  a  deduction  of  the 
previous  month's  profit  to  show  the  profit  for  the 
month,  and  usually  that  was  commented  on  during 
the  session. 

Q.  Was  there  any  statement  which  indicated 
that  there  was  already  a  perception  of  what  the 
profits  would  be? 

Mr.  Griffin:  Objected  to  as  leading.  Object  to 
the  form  of  the  question.  It  calls  for  a  conclusion. 
The  witness  answered  the  specific  question.  [3528] 

The  Court:    Objection  sustained. 

Q.  (By  Mr.  LeSourd  continuing) :  Was  there 
anything  in  the  bookkeeping  system  at  Issaquah, 
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Mr.  Taylor,  that  would  make  it  possible  for  a  per- 
son to  have  worked  out  rough  profit  figures  before 
you  came  out?  A.     Yes.  They — that 

Q.     (Interposing)  What  was  it*? 

A.  That  is  the  purpose  of  the  journal  installed. 
The  journal  has  a  sales  column,  and,  referring  to 
A-16,  the  expense  and  miscellaneous  and  purchase 
columns,  which  can  be  applied  to  the  sales,  and  then 
determine  the  difference.  Then,  if  an  inventory 
variance  exists,  it  can  be  added  or  subtracted  from 
that  amount  to  determine  the  profit  for  that  par- 
ticular month. 

Q.  Well,  is  it  in  the  nature  of  the  cash  bal- 
ancing journal  that  this  possibility  exists? 

A.    Yes. 

Q.  Now,  after  your  day  at  Issaquah,  did  you  do 
anything  further  that  month  with  regard  to  the 
financial  statements  of  Alpine  Dairy  and  Issaquah 
Creamery  Company? 

A.  Yes,  I  took  my  ledger  and  work  sheets  to 
my  office  and  re-checked  them,  and  then  prepared 
a  typed  profit  and  loss  and  balance  sheet  for  both 
companies  [3529]  and  mailed  them  to  Mr.  Forster. 

Q.  And,  at  the  end  of  the  year,  did  you  perform 
any  additional  services? 

A.     The  end  of  the  year 

Q.     (Interposing)  With  respect  to  tax  returns? 

A.  Yes,  I  prepared  the  profit  and  loss  statement 
and  balance  sheets  for  the  tax  returns,  and  pre- 
pared them  at  a  later  time. 

Q.     From  what  information,  Mr.  Taylor,  did  you 
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prepare  the  Issaquah  Creamery  Company  tax  re- 
turns? A.     From  the  general  ledger. 

Q.  And  from  what  information  did  you  prepare 
the  Alpine  Dairy  portion  of  Mr.  Forster's  tax  re- 
turns? A.     From  the  general  ledger. 

Q.  Were  you  an  officer  of  the  Issaquah  Cream- 
ery Company? 

A.  I  was  secretary,  appointed  by  Mr.  Peters, 
before  Mr.  Forster  became  associated  with  it. 

Q.  Did  you  receive  any  additional  compensation 
for  being  an  officer?  A.     I  did  not. 

Q.  Now,  other  than  the  accounting  and  prepara- 
tion for  the  tax  returns,  did  you  perform  other 
services  for  Mr.  Forster  or  the  Issaquah  Creamery 
Company  ? 

A.  Yes,  I  was  called  on  to  perform  various 
things,  especially  the  income  tax,  capital  stock  tax, 
returns,  [3530]  excise  tax  returns,  Department  of 
Commerce  reports,  audits  of  insurance  policies, 
audits  of  payroll  records,  audits  of  the  Excise  Divi- 
sion of  the  State  Tax  Commission,  audits  of  the 
Internal  Revenue,  many  interviews  with  people 
that  Mr.  Forster  would  send  to  my  office,  and  inter- 
views towards  buying  equipment  for  the  offices, 
many  times  relative  to  his  personal  life  insurance 
he  would  send  people,  and  many  others,  and  many 
telephone  calls. 

Q.  Did  you  do  anything  in  connection  with  the 
interview  of  applicants  for  bookkeeping  employ- 
ment at  the  Alpine  Dairy  office? 

A.    Yes,  Mrs.  Wilcox  usually  sent  whoever  she 
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would  like  to  employ  to  my  office  for  an  interview, 

and  sometimes  people  would  apply  at  my  office,  and 

I  would  in  turn  send  them  to  Mrs.  Wilcox  for  her 

approval. 

Q.  Did  you  perform  any  service  for  Mr.  Forster 
in  connection  with  acquisition  of  businesses  and 
property?  A.    Yes,  I  did  a  number. 

Q.  How  frequently  and  to  what  extent  was  that 
service  ? 

A.  Well,  I  do  not  recollect  each  year  that  these 
things  took  place,  but  to  start  with,  the  Puyallup 
Creamery.  [3531] 

Q.  I  wasn't  asking  for  a  detailed  outline,  just 
the  general  nature  as  to  the  type  of  work  you  did, 
and  the  frequency. 

A.    A  good  many  times. 

Q.  What  was  the  type  of  work  you  did  in  con- 
nection with  those  matters  % 

A.  Usually  Mr.  Forster  had  made  up  his  mind 
to  purchase  these  enterprises,  and  then  would  have 
the  records  or  financial  statements  and  other  things, 
and  bring  them  or  have  them  sent  to  my  office  to 
examine  to  get  my  opinion  as  to  whether  they  were 
a  good  approach  or  not. 

Q.  In  other  words,  by  "good  approach,1'  what 
type  of  information  are  you  talking  about? 

A.  Relative  to  the  relation  of  assets  to  liabilities, 
and  he  would  generally  give  me  the  opinion  as  to 
the  number  of  routes,  or,  if  it  was  an  ice  cream 
plant,  the  production  the  plant  had,  and  so  forth. 
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He  would  usually  have  all  that  information  to  pre- 
sent to  me  to  make  a  comparison. 

Q.  Then,  was  your  work  in  his  acquisitions  pri- 
marily concerned  with  figures'? 

A.     That  is  correct. 

Q.  Did  you  have  occasion  to  also  take  time  in 
connection  with  the  Peoples  Bank?  [3532] 

A.  Yes,  once  a  year  we  prepared  a  complete 
financial  statement  of  the  operations  of  Mr.  For- 
ster's  companies  for  the  bank.  They  usually  called 
for  it,  and  I  would  prepare  that  for  Mr.  Forster. 

Q.  Are  those  the  type  of  financial  statements 
that  have  been  introduced  in  evidence  here  in  this 
case  ?  A.    Yes. 

Q.     Were  those  statements  signed  by  you? 

A.     They  were  not. 

Q.  And  do  you  know  by  whom  they  were  signed, 
if  at  all? 

A.     Mr.  Forster  signed  most  of  them,  I  believe. 

Q.  Did  you  have  any  reason  for  not  signing 
them  % 

A.  I  was  not  the  person  obtaining  loans,  or 
having  any  banking  connections  with  the  bank,  so 
that  I  felt  it  was  not  my  responsibility  in  any  way 
to  sign  the  financial  statements. 

Q.  Did  you  have  any  other  reasons  in  connec- 
tion with  the  type  of  work  you  were  doing  for  these 
companies  % 

A.  Yes.  T  did  not  perform  an  audit  at  any  time 
and  for  that  reason  I  did  not  feel  like  signing  the 
reports,  or  certifying  to  them  in  any  way. 
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Q.  Now,  this  work — extra  work — other  than  the 
regular  monthly  accounting  that  yon  have  testified 
to  [3533]  for  Mr.  Forster,  were  you — did  you  re- 
ceive extra  compensation  for  that? 

A.     I  did  not. 

Q.  How  often,  during  these  years  that  we  are 
talking  about,  would  yon  see  Mr.  Forster  or  talk 
to  him  on  the  telephone? 

A.  Oh,  that  would  vary,  according  to  the  cir- 
cumstances, but  we  w7ere  in  touch  with  one  another 
quite  often  during  the  month,  either  on  the  'phone 
or  at  meetings  in  some  occasions. 

Q.  Mr.  Taylor,  were  you  Mr.  Forster 's  finan- 
cial adviser? 

A.  That  is  a  big  subject,  when  you  speak  of  a 
"financial  adviser/'  A  financial  adviser  must  have 
all  of  the  details  of  a  man's  cash,  a  man's  assets, 
of  all  types.  It  is  my  belief  that  Mr.  Forster's 
financial  advisers  were  the  bankers. 

Q.  Well,  what  sort  of  advisers,  if  any,  did  you 
give  Mr.  Forster? 

A.  He  would  bring  me  the  books  of  the  enter- 
prises and  I  used  to  try  to  make  a  comparison  as 
to  his  buying  price  as  against  the  values  that  ap- 
peared in  the  statements. 

Q.  Did  Mr.  Forster  have  any  income  on  his  per- 
sonal returns  besides  that  of  the  business  income  of 
the  [3534]  Alpine  Dairy  Company? 

A.     Yes;  usually  dividends  and  interest. 

Q.  Well,  in  order  to  make  out  his  income  tax 
returns  what  did  you  do  with  regard  to  getting  his 
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other  items  of  income  from  sources  other  than  the 

Alpine  Dairy  business  as  such? 

A.  Well,  when  I  completed  the  statement  on  Al- 
pine I  would  usually  request  of  Mr.  Forster  that 
he  give  me  his  interest  and  dividends  so  that  I 
could  include  them  on  the  tax  returns. 

Q.  Did  you  maintain  any  personal  books  or  rec- 
ords for  Mr.  Forster  which  included  items  of  in- 
come other  than  the  business  records  of  the  Alpine 
Dairy?  A.     No,  I  did  not. 

Q.  Did  you  ever  see  any  personal  books  or  rec- 
ords of  Mr.  Forster  with  such  items  of  income? 

A.     Not  to  my  recollection. 

Q.  Now,  in  that  connection  there  has  been  some 
testimony  by  Mr.  Forster  concerning  Defendants' 
Exhibit  A-61,  which  I  now  hand  you ;  do  you  [3535] 
recall  ever  seeing  that  document? 

I  better  change  that. 

Do  you  recall  ever  seeing  it  prior  to  seeing  a 
photostat  of  it  in  preparation  for  this  trial? 

A.     I  have  no  recollection  of  it. 

Q.  Did  Mr.  Forster  show  you,  regularly  or 
irregularly,  documents  of  this  type  listing  his  per- 
sonal assets? 

A.     I  haven't  any  recollection  of  it. 

Q.  Mr.  Forster  has  testified  that  several  times 
a  year,  while  driving  up  to  Conway,  he  showed  you 
slips  like  this  and  talked  them  over;  is  that  correct? 

A.     I  can  not  recall. 

Q.  Did  you  know  Mr.  Forster  had  a  savings 
account?  A.    Yes. 
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Q.  Did  Mr.  Forster  ever  give  you  the  right  to 
check  into  his  bank  account*?  A.    He  did  not. 

Q.  What  was  Mr.  Forster's  attitude  so  far  as 
you  were  concerned  about  his  personal  "financial 
affairs? 

Mr.  Griffin:  Object  to  the  form  of  that  ques- 
tion. [3536] 

The  Court:     Objection  sustained. 

Q.  (By  Mr.  LeSourd) :  What  did  Mr.  Forster 
disclose  to  you  with  regard  to  his  personal  financial 
affairs  ? 

A.  Mr.  Forster  generally  kept  those  as  his  own 
personal  affair  and  I  knew  very  little  except  on  the 
Jordan  account  which,  once  a  year,  he  would  give 
me  a  record  from  Mr.  Jordan's  office. 

Q.  Did  he  advise  you  of  the  amounts  which  he 
had  on  deposit  from  time  to  time  in  his  savings 
account?  A.    He  did  not. 

Q.  Did  you  know  from  any  other  source  the 
amount  on  deposit? 

A.     No,  I  did  not.  I  have  no  recollection  of  it. 

Q.  Do  you  have  any  recollection  of  amounts  on 
deposit  having  been  mentioned  in  conversations? 

A.     No,  I  don't  have  any  recollection  of  it. 

Q.  Is  it  possible  that  such  amounts  could  have 
been  mentioned? 

A.     I  would  say  it  would  be  possible. 

Q.  Did  you  at  any  time,  from  any  mention  made 
of  savings  accounts,  have  any  belief  as  to  his  re- 
ceiving additional  income  above  that  with  which 
you  [3537]  were  acquainted?  A.     No. 
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Q.  Mr.  Taylor,  did  you  ever  attempt  to  investi- 
gate to  see  that  the  information  that  Mr.  Forster 
was  giving  you  on  dividends  and  interest  for  these 
returns  was  full  and  complete? 

A.     I  did  not. 

Q.     Why  not? 

A.  I  accepted  the  figures  he  presented  to  me  as 
being  correct. 

Q.  What  information  did  he  give  you  on  divi- 
dends and  interest  for  his  returns? 

A.     As  a  rule  in  a  lump  sum. 

Q.     That  is,  a  lump  sum  for 

A.     (Interposing)   of  interest;  a  lump  sum 

of  interest  and,  as  I  recall,  on  the  Jordan  reports 
there  were  records  of  dividends. 

Q.     Did  you  get  those  Jordan  reports? 

A.     I  believe  actually  I  had  them. 

Q.  Do  you  know  whether  they  came  directly 
from  Mr.  Jordan  or  from  Mr.  Forster? 

A.  To  the  best  of  my  recollection  Mr.  Forster 
gave  them  to  me. 

Q.  Now,  you  say  that  the  interest  was  usually 
in  a  lump  sum?  [3538]  A.    Yes. 

Q.  Did  you  put  the  information  that  he  gave  to 
you  of  his  personal  income  on  his  returns? 

A.    Yes. 

Q.  Did  you  have  any  reason  to  believe  that  he 
was  not  giving  you  full  information?  A.     No. 

Q.  Did  Mr.  Forster  ever  pay  you  for  accounting 
work  on  his  personal  affairs  as  distinguished  from 
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the  Alpine  Dairy  business  for  which  you  received 

fifty  dollars  a  month?  A.     No. 

Mr.  LeSourd:  I  think  this  is  a  good  place  to 
stop,  your  Honor. 

The  Court:     All  right. 

Members  of  the  Jury: 

We  will  now  recess  until  tomorrow  morning  at 
ten  o'clock.  The  Court  calls  your  attention  to  the 
admonition  given  on  similar  occasions  and  asks  that 
you  heed  it  ou  this  occasion. 

You  may  now  be  excused  until  ten  o'clock  tomor- 
row morning. 

(Whereupon,  the  Jury  retired  from  the  court 
room.) 

The  Court:     You  may  step  down.  [3539] 
***** 

L.  HICKS  TAYLOR 

upon  being  recalled  as  a  witness  for  and  on  behalf 
of  the  Defendant  Taylor,  and  having  been  previ- 
ously duly  sworn,  testified  as  follows: 

Direct  Examination — (Continued) 
Q.     (By  Mr.  LeSourd) :     Mr.  Taylor,  when  we 
adjourned  the  other  day  we   were   discussing  the 
manner  in  which  you  received  information  for  Mr. 
Forster's  personal  return. 

Now,  just  to  get  our  minds  back  on  the  subject, 
what  did  you  do  at  the  end  of  each  year  in  order 
to  get  information  for  Mr.  Forster's  return  other 
than  that  appearing  on  the  Alpine's  books? 

A.     I   would   request   of   Mr.    Forster   all    addi- 
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tional  income  he  had  to  place  on  the  books,  snch  as 

dividends,  interest,  and  other  items. 

Q.  What  did  you  do  with  that  information  when 
you  received  it? 

A.  I  usually  made  a  memorandum  of  it.  Usually 
there  would  be  some  dividends  that  did  not  appear 
on  A.  A.  Jordan's  report  and  sometimes  he  would 
give  me  one  or  two  or  maybe  more  items  of  interest 
that  I  would  make  a  memorandum  of  to  place  on 
his  [3550]  tax  returns. 

Q.  Now,  were  those  items  of  interest  separate 
items  of  interest  for  individual  sources  or  were  they 
in  lump  sums? 

A.  Usually  there  would  be  one,  two,  maybe 
three,  items — or  maybe  more — of  interest  handed 
to  me. 

Q.  And  were  they  in  connection  with  particular 
contracts,  or  other  sources,  or  were  they  grouped  in 
lump  sums? 

A.  Well,  they — the  payment  interest  was  usually 
grouped  maybe  in  two  items  and  other  interest 
might  be  separately  given  to  me. 

Q.  Was  the — what  was  the  nature  of  the  interest 
figures  given  to  you  with — in  connection  with 
whether  or  not  Mr.  Forster  was  paying  out  any  in- 
terest of  his  own  on  money  he  borrowed? 

A.  It  was  always  my  opinion  that  he  was  giving 
me  not  interest 

Q,     What  do  you  mean  by  "net  interest"? 

A.    Well,  interest  received  less  amounts  paid  out. 

Q.     And  during  the  years  here  involved  were  the 
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figures  for  additional  income  which  he  gave  you 

entered  on  his  returns?  [3551] 

A.     All  that  I  had  knowledge  of,  yes. 

Q.  The  Government  has  introduced  here,  Mr. 
Taylor,  Exhibit  279  which  shows  as  income  various 
items  of  personal  income  to  Mr.  Forster  in  addition 
to  dividends  and  interest  consisting  of  checks  which 
were  payable  to  Issaquah  Creamery  Company  but 
which  were  deposited  to  Mr.  Forster's  savings  ac- 
count 198. 

Now,  handing  you,  as  among  those  items,  Plain- 
tiff's Exhibit  142,  which  have  been  identified  here 
as  milk  equalization  checks  from  Apex  Farms,  what 
do  you  know  about  these  checks? 

A.  Not  having  examined  cancelled  checks  at  the 
Apex  Dairy,  or  Apex  Farms,  I  would  have  no 
knowledge  of  these  checks. 

Q.  Did  Mr.  Forster  ever  advise  you  that  he  was 
putting  these  in  his  savings  account? 

A.    He  did  not. 

Q.  Did  you  know  that  any  checks  of  this  kind 
coming  into  Issaquah  Creamery  Company  were  not 
being  recorded  on  the  books  of  Issaquah  Creamery 
Company?  A.     I  did  not. 

Q.  Did  you  know  that  any  of  these  checks  were 
going  into  account  198?  A.     I  did  not.  [3552] 

Q.  Now,  similarly,  on  Exhibit  279,  are  listed  cer- 
tain checks  of  Finstad  and  Utgard  for  gas,  glucose, 
and  other  items.  I  hand  you  Plaintiff's  Exhibit  150 
consisting  of  checks  so  identified. 

What  did  you  know  about  those  checks? 
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A.  It  is  possible,  that  I  might  have  seen  them  in 
the  books  of  Finstad  and  Utgard,  but  would  have 
no  knowledge  of  how  they  were  being  handled. 

Q.  You  mean  how  they  were  being  handled  by 
Issaquah  Creamery  Company? 

A.     That  is  correct. 

Q.  Did  Mr.  Forster  ever  advise  you  that  he  was 
putting  these  checks  in  Account  198? 

A.     He  did  not. 

Q.  And  what  did  you  know,  if  anything,  about 
how  they  were  being  handled  on  the  books  of  Issa- 
quah Creamery  Company? 

A.  I  had  no  knowledge  of  how  they  were  being 
handled. 

Q.  Was  it  ever  called  to  your  attention  in  any 
way  that  they  were  not  going  on  to  the  books  at 
Issaquah  Creamery  Company?  A.     It  was  not. 

Q.  Now,  similarly,  on  Exhibit  279  are  certain 
checks  payable  to  Issaquah  Creamery  Company  for 
ice  cream  [3553]  mix  and  such  other  items  from 
Renton  Ice  and  Ice  Cream  Company. 

I  hand  you  Plaintiff's  Exhibit  200,  and  ask  you 
what  you  knew  about  those  checks,  and  also  hand- 
ing you  Plaintiff's  Exhibit  209  consisting  further 
of  a  check  from  Renton  Ice  and  Ice  Cream  Com- 
pany to  Issaquah  Creamery  Company,  and  ask  you 
the  same  question  about  that? 

A.  A  few  of  these  checks  appear  to  have  my 
signature  on  them,  and  I  knew  that  the  Renton 
Ice  and  Ice  Cream  Company  were  doing  business 
with  the  Issaquah   Creamery  Company,  but  as  to 
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how  they  were  being  handled,   I  would   have   no 

knowledge  at  Issaquah. 

Q.  Were  these  checks  which  were  written  by 
Eenton  Ice  and  Ice  Cream  Company  to  Cssaquah 
feroper  checks  for  payment  of  bills,  or  what  was 
their  nature? 

A.  Yes,  they  are  invoices  attached  here  that 
show  what  they  were  in  payment  of  so  that  they 
were  regular  bills  by  the  company. 

Q.  What  was  your  knowledge  as  to  how  they 
were  being  handled  out  at  Issaquah,  so  far  as  the 
bookkeeping  was  concerned? 

A.  I  had  no  knowledge  of  how  they  were  being 
handled  out  there. 

Q.  Did  Mr.  Porster  ever  advise  you  that  he  was 
[3554]  putting  these  in  Account  198? 

A.     He  did  not. 

Q.  By  the  way,  similarly,  with  regard  to  the 
checks  of  Finstad  and  Utgard  and  Apex  Farms, 
which  I  showed  you,  do  you  know  whether  or  not 
those  were  payments  of  proper  business  expenses? 

A.    They  appeared  to  be,  yes. 

Q.  Also  listed  in  Plaintiff's  Exhibit  279,  as  in- 
come to  Mr.  Forster,  are  certain  proceeds  of  casein 
sales.  I  hand  you,  Mr.  Taylor,  Plaintiff's  Exhibit 
215  and  233  consisting  of  certain  invoices  on  casein 
sales,  and  certain  checks,  and  a  check  from  Bor- 
den's, and  ask  you  what,  if  anything,  you  knew 
about  those  transactions  ? 

A.     I  had  no  knowledge  of  these  transactions  at 
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all.  They  were  never  brought  to  my  attention   in 

any  way. 

Q.  What,  if  anything,  did  you  know  about  the 
casein  that  was,  I  believe,  in  the  inventory  there 
at  Issaquah? 

A.  I  have  a  remembrance  of  casein  having  been 
made  at  Issaquah,  and  it  seems  to  me  that  there  was 
something  irregular  or  poor  about  it,  and  it  was 
eliminated  from  the  inventory. 

Q.  And  what  was  brought  to  your  attention 
after  that  with  regard  to  this  casein?  [3555] 

A.  I  didn't  hear  anything  more  about  it  after 
that. 

Q.  Did  Mr.  Forster  ever  advise  you  that  these 
casein  sale  receipts  were  being  put  in  198? 

A.     No,  he  did  not. 

Q.  Did  you  have  any  knowledge  that  such  busi- 
ness receipts  were  not  being  recorded  on  the  books 
of  the  company?  A.     I  did  not. 

Q.  Now,  also  listed  in  Plaintiff's  Exhibit  279  as 
income  to  Mr.  Forster  are  certain  checks  from  the 
Arctic  Gardens.  I  hand  you  Plaintiff's  Exhibit  239, 
Exhibit  240  and  Exhibits  253  and  254,  and  ask  you 
what,  if  anything,  you  know  about  these  checks? 

A.  I  presume  you  knew  that  I  handled  all  the 
operations  of  the  Arctic  Gardens  as  far  as  the  book- 
keeping was  concerned,  and  all  these  checks  are 
signed  by  me.  Do  you  want  me  to  say  anything 
about  separate  checks? 

Q.  Well,  what  are  the  general  nature  of  these 
checks  ? 
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and 

Q.     Now,  by  "paid  a  loan",  yon  mean   whal  '. 

A.  Mr.  Forster  loaned  five  thousand  dollars  dur- 
ing a  period  when  we  were  short  of  money,  and 
this  is  [3556]  repayment  of  it. 

Q.  Were  his  loans  to  Arctic  Gardens  in  excess 
of  five  thousand  dollars'? 

A.     Oh,  yes,  sir;  this  was  a  temporary  loan. 

Mr.  Maxwell:  To  what  exhibit  are  you  referring? 

Q.  (By  Mr  LeSourd)  :  What  exhibit  is  that,  Mr. 
Taylor?  A.     239. 

Q.     And  as  to  other  checks  in  these  exhibits? 

A.  Most  of  these  checks  appear  to  be  just  a  pay- 
ment for  service  of  the  drivers'  delivery.  In  most 
cases,  that  is  what  it  appears  to  be. 

Q.  That  was  for  services  of  Issaquah  Creamery 
Company  for  delivery  expense  incurred  by  Arctic 
Gardens? 

A.     Delivery  of  frozen  foods,  yes. 

Q.  What,  if  anything,  did  you  know  about  the 
handling  of  these  checks  when  they  were  received 
at  Issaquah? 

A.  I  had  no  information  as  to  how  they  were 
being  handled  at  Issaquah. 

Q.  Was  it  ever  brought  to  your  attention  that 
they  were  not  being  recorded  on  the  books  of  Issa- 
quah Creamery  Company? 

A.     It  was  not.  [3557] 

Q.    (Continuing)     As  income? 

Did  Mr.  Forster  ever  advise  you  that  he  was  put- 
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ting  these  checks  m  his  personal  savings  account? 

A.     He  did  not. 

Q.  Now,  also  listed  in  Exhibit  279  are  certain 
checks  for  sugar.  I  hand  you  Exhibits  234,  229,  230, 
which  are — 234,  which  are  checks  of  Morrissey  to 
Issaquah  Creamery  Company,  229  are  from  Holly 
Sugar  Corporation,  and  230  from  Amalgammated 
Sugar  Company,  and  ask  you  what,  if  anything, 
you  knew  about  these  checks? 

A.  I  at  no  time  ever  saw  or — saw  these  checks 
in  any  way. 

Q.  And  did  Mr.  Forster  ever  advise  you  that  he 
was  receiving  income  from  this  source  that  was  go- 
ing into  account  198?  A.     No,  he  did  not. 

Q.  And  were  you  ever  advised  in  any  way  that 
income  from  this  source  was  being  received  and  not 
recorded  on  the  books  of  Issaquah  Creamery  Com- 
pany? A.     I  did  not. 

Q.  Also  listed  are  certain  proceeds  from  sale  of 
butter  which  are  in  Exhibit  279  as  income  and  I 
hand  you  Plaintiff's  Exhibit  235  which  are  checks 
from  Stephenson  and  ask  you  what,  if  anything, 
[3558]  you  knew  about  those  checks? 

A.  I  never  had  any  knowledge  about  these 
checks  at  all. 

Q.  Did  Mr.  Forster  ever  advise  you  that  he  was 
receiving  this  income  and  putting  it  in  his  savings 
account?  A.     He  did  not. 

Q.  And  what,  if  any,  knowledge  did  you  have 
about  whether  they  were — there  was  income  of  this 
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sort  not  being  recorded  on  the  books  of  Issaquah 

Creamery  Company? 

A.     I  had  no  information  of  that. 

Q.  Also  listed  in  Exhibit  279  are  receipts  from 
Consolidated  Dairy  Products  Company,  and  I  hand 
you  Exhibits— Plaintiff's  Exhibits  188,  189,  190, 
and  191,  which  are  checks  from  Consolidated  Dairy 
Products  Company  and  ask  you  what,  if  any,  knowl- 
edge you  had  concerning  those  checks? 

A.  I  have  no  knowledge  at  all  of  the  checks.  I 
have  never  seen  them. 

Q.  Did  Mr.  Forster  ever  advise  you  that  he  was 
receiving  income  from  this  source  and  not  putting 
it  in — and  putting  it  in  his  savings  account  198? 

A.     No,  he  did  not. 

Q.  Were  you  ever  advised  that  income  from  this 
[3559]  source  was  not  being  recorded  on  the  books 
of  Issaquah  Creamery  Company? 

A.     I  was  not. 

Q.  Now,  in  general,  Mr.  Taylor,  did  Mr.  Forster 
ever  advise  you  as  to  any  business  receipts  that  he 
was  putting  them  in  his  savings  account  198? 

A.     He  did  not. 

Q.  Did  you  have  any  knowledge  from  any  source 
that  business  receipts  of  Issaquah  Creamery  Com- 
pany were  not  being  recorded  on  the  corporate 
books  of  that  company? 

A.    I  did  not  have  any  such  information. 

Q.  We  have  had  further  testimony  as  to  certain 
currency  received  by  Mr.  Forster  from  Time  Oil 
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Company,  and  that,  likewise,  was  listed  on  Exhibit 

279  as  income  to  Mr.  Forster. 

Did  Mr.  Forster  ever  tell  you  that  he  was  putting 
in  his  personal  savings  account  any  rebates  from 
Time  Oil  Company  % 

A.     He  did  not  inform  me  of  such. 

Q.  Did  Mr.  Forster — well,  what  did  you  know, 
if  anything,  about  the  Time  Oil  rebates,  Mr.  Taylor  f 

A.  I  had  no  knowledge  of  any  rebates  from 
the  Time  Oil  Company. 

Q.  What,  if  any,  knowledge  did  you  have  as  to 
[3560]  whether  Mr.  Forster  was  doing  business 
with  the  Time  Oil  Company? 

A.  I  have  a  recollection  that  Mr.  Forster  was 
quite  pleased  with  a  transaction  wTith  an  Oil  Com- 
pany, giving  him  an  additional  rebate,  but  I  don't 
remember  whether  it  was  Time  Oil  or  Signal  Oil,  or 
someone  else. 

Q.  Now,  what  was  your  information  as  to  how 
rebates  from  any  oil  company  were  being  handled 
as  far  as  Issaquah  Creamery  Company  was  con- 
cerned ? 

Mr.  Griffin:  Object  to  the  form  of  that  question. 
Source  of  his  information? 

Mr.  LeSourd :  Well,  information  from  any  source, 
your  Honor. 

The  Court:  Would  you  restate  the  question,  Mr. 
LeSourd? 

Mr.  LeSourd:    Yes. 

Q.  (By  Mr.  LeSourd  continuing)  :  What  informa- 
tion did  you  have  from  any  source,  Mr.  Taylor,  as 
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to  how  rebates  from  oil  companies  were  to  be  han- 
dled?   Or    did    yon    have    information    from    any 
source?  A.     I  did  not. 

Q.  How  rebates  from  oil  companies  were  to  be 
handled?  A.     I  did  not.  [3561] 

Q.  Did  Mr.  Forster  ever  give  yon  any  figures 
for  the  Time  Oil  rebates,  either  exact  or  estimates'? 

A.     Not  to  my  remembrance. 

Q.  Well,  if  he  had  given  you  such  figures,  would 
you  remember  them? 

Mr.  Griffin:    Object  to  the  form  of  that  question. 

The  Court:     Objection  sustained. 

Q.  (By  Mr.  LeSourd  continuing) :  Mr.  Forster 
testified,  I  believe,  that  he  talked  to  you  several 
times  a  year  about  these  rebates.  What  is  your 
recollection  as  to  this,  Mr.  Taylor? 

A.     I  haven't  any  recollection  of  it. 

Q.  Can  you  recall  any  conversation  with  Mr. 
Forster  about  these  rebates? 

A.     No,  I  do  not  have. 

Q.  Now,  this  same  exhibit,  Government's  Ex- 
hibit 279,  shows  as  income  to  Mr.  Forster  checks  of 
Issaquah  Creamery  Company  and  Alpine  Dairy 
which  were  used  to  pay  personal  expenses  of  Mr. 
Forster  and  were  charged  to  business  expenses  on 
these  corporate  books,  on  the  books  of  the  busi- 
nesses. 

Now,  when — when  you  examined  or  went  out  once 
a  month  to  get  the  figures  from  these  books  for 
[3562]  your  monthly  reports,  did  the  information 
vou  received  from  the  books  and  adding  machine 
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tapes  bring  to  your  attention  that  items  of  personal 

expense  were  included  in  business  expense  ? 

A.     No,  they  did  not. 

Q.  Did  Mr.  Erickson  bring  that  fact  to  your  at- 
tention at  any  time? 

A.     No,  he  did  not. 

Q.  Did  Mr.  Forster  ever  advise  you  that  items 
of  personal  expense  were  being  charged  as  business 
expense?        A.     No,  he  did  not. 

Q.  Now,  Exhibit  279,  likewise  lists  Alpine  Dairy 
customer  discount  checks  which  were  deposited  in 
account  198. 

What  did  you  know  about  these  discount  checks? 

A.  I  have  a  recollection  that  Mr.  Bezeau  dis- 
cussed some  discount  checks  that  were  undelivered, 
and  requested  what  to  do  with  them  and  I  suggested 
that  he  return  them  to  Mr.  Erickson  for  cancella- 
tion. 

Q.  Why  would  they  be  returned  to  Mr.  Erick- 
son? 

A.  The  only  source  of  cancellation  would  be 
through  Mr.  Erickson's  records. 

Q.    Where  were  they  written  in  the  first  place? 

A.     At  Issaquah. 

Q.  And  how  did  they  get  into  the  possession  of 
Alpine  Dairy  people  in  Seattle? 

A.  Mrs.  Wilcox  figured  the  discounts  for  the 
various  customers  over  the  City,  made  a  list  of 
them  and  sent  them  to  Mr.  Erickson,  or  Mr.  Forster, 
at  Issaquah,  where  the  checks  were  written  and — 
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that  is,  the  Alpine  checks  were  returned  to  Alpine 

— Cor  delivery  to  the  various  customers. 

Q.  Now,  you  say  you  advised  Mr.  Bezeau  to 
return  the  undelivered  ones  to  Issaquah  to  Mr. 
Erickson  ?  A.    Yes. 

Q.  Now,  were  you  advised  from  any  source  that 
tliese  checks,  when  returned  to  Issaquah,  were  not 
being  taken  up  on  the  corporate  books'? 

A.     I  was  not. 

Q.  Were  you  advised  from  any  source  that  these 
fehecks  were  not  being  redeposited  in  the  corporate 
accounts  or  business  bank  accounts  I 

A.     I  was  not. 

Q.  Did  Mr.  Forster  ever  advise  you  that  he  was 
putting  these  discount  checks  in  Account  198  I 

A.     He  did  not. 

Q.  Exhibit  279  also  lists  farm  income  of  Mr. 
Forster.  Did  you  know  he  had  a  farm  \  [3564] 

A.     Yes,  I  was  aware  he  had  a  farm. 

Q.  Did  you  know  that  he  was  getting  income 
from  it  during  the  years  here  in  question  I 

A.     No,  I  did  not. 

Q.  Did  Mr.  Forster  give  you  at  any  time 
amounts  of  farm  income  for  inclusion  in  his  re- 
turns? A.     No,  he  did  not. 

Q.  Now,  Exhibit  279,  Mr.  Taylor,  also  lists  as 
income  to  Mr.  Forster,  checks  of  Issaquah  Cream- 
ery Company  used  to  pay  for  construction  of  a  barn 
on  this  farm  and  charged  to  business  expense.  Did 
you  know  that  Mr.  Forster  built  a  barn? 
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A.  I  knew  it,  yes,  after  it  was  built.  I  was  in- 
vited to  a  barn  dance  np  there. 

Q.     Did  you  go  to  the  barn  dance? 

A.     I  am  afraid  I  didn't  attend. 

Q.  Did  Mr.  Forster  ever  tell  you  that  the  costs 
of  this  barn  were  being  charged  to  business  expenses 
by  Issaquah  Creamery  Company? 

A.     No,  he  did  not. 

Q.  Did  you  secure  information  from  any  source 
indicating  that  the  costs  of  this  barn  were  being 
charged  to  business  expense? 

A.     No,  I  did  not. 

Q.  Mr.  Forster,  I  believe,  has  testified  that  as 
[3565]  to  various  transactions  that  he  entered  into, 
that  you  told  him  what  bank  account  to  draw  on 
in  making  payments;  is  that  true? 

A.     I  knew  very  little  about  his  bank  account. 

Q.  Well,  did  you  or  did  you  not  tell  him  what 
bank  account  on  which  to  write  checks? 

A.     I  did  not. 

Q.  Exhibit  279  lists  as  income  to  Mr.  Forster 
a  check  of  Issaquah  Creamery  Company  dated  Feb- 
ruary 1,  1946,  charged  to  business  expense,  but  used 
to  purchase  stock  of  Apex  Farms. 

Did  you  know  that  this  check  had  been  written 
on  Issaquah  Creamery  Company? 

A.     I  did  not. 

Q.  Did  you  know  that  such  a  check  had  been 
charged  to  business  expense? 

A.     No,  I  did  not. 

Q.     Exhibit  279  also  lists  as  income  to  Mr.  For- 
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ster,  checks  received  for  the  sale  of  equipmeni  and 

deposited  to  his  personal  savings  account  198. 

What  did  you  know  about  these  checks  ( 

A.     I  had  no  knowledge  of  them. 

Q.  Did  Mr.  Forster  ever  tell  you  he  was  deposit- 
ing these  checks  to  198? 

A.     He  did  not.  [3566] 

Q.  Did  you  have  information  from  anv  source 
that  such  checks  were  not  being  recorded  on  the 
company  books'?  A.     No,  I  did  not. 

Q.  279  also  lists  various  Alpine  Dairy  checks 
deposited  to  198,  including  Northwest  Basketball 
Tournament,  Seattle  School  District  No.  1,  Com- 
munity Chest,  Milky  Way,  Incorporated. 

What  did  you  know  about  these  checks? 

A.     I  had  no  knowledge  of  them. 

Q.  Did  Mr.  Forster  ever  tell  you  that  he  put 
those  in  Account  198?  A.     No. 

Q.  Did  you  know  in  any  other  way  that  they 
were  not  being  properly  handled  on  the  books? 

A.    No. 

Q.  Also,  there  is  listed  in  the  exhibit  279  a  check 
of  Puget  Sound  Products  Company,  but  deposited 
to  Account  198  and  charged  to  Butter  Expense. 

What  did  you  know  about  this  check? 

A.     I  had  no  knowledge  of  it. 

Q.  Did  Mr.  Forster  ever  tell  you  that  he  was 
putting  this  check  in  198? 

A.    He  did  not. 

Q.  Did  you  ever  know  anything  about  the  Puget 
Sound  Products  transaction?   [3567] 
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A.     Is  that — I  have  a  question  to  ask. 

Was  Mr.  Grill  at  one  time  in  the  Puget  Sound 
products  1 

Q.     Yes,  that  is  the  transaction. 

A.  If  that  is  the  transaction,  I  knew  Mr.  Forster 
had  a  dealing  with  Mr.  Grill  on  Puget  Sound  Prod- 
ucts, but  that  is  as  far  as  I  knew  about  it. 

Q.  As  far  as  this  particular  check  is  concerned, 
your  testimony  is  as  to  your  knowledge. 

A.     I  had  no  knowledge  of  this  particular  check. 

Q.  Did  you  have  information  from  any  source 
that  such  a  check  had  been  charged  to  butter  ex- 
pense on  the  corporate  books'? 

A.     I  did  not. 

O.  Nov/,  279  also  lists  as  income  to  Mr.  Forster 
some  Alpine  Dairy  checks  in  1949  to  Cook  and 
Grant  which  were  deposited  in  Account  198.  What 
knowledge  did  you  have  about  these  checks? 

A.     I  had  no  knowledge  of  them. 

Q.  Did  Mr.  Forster  ever  tell  you  he  was  putting 
these  in  198?  A.     No,  he  did  not. 

Q.  And  did  you  have  any  information  at  all  that 
would  indicate  there  were  checks  of  this  sort  being 
improperly  handled  as  far  as  the  bookkeeping  was 
[3568]  concerned? 

A.     No,  I  had  no  knowledge  of  it. 

Q.  Now,  in  addition  to  the  Arctic  Gardens 
checks  that  I  showed  you,  Mr.  Taylor,  there  is 
another  check  listed  on  279,  a  check  of  $773.21  from 
Arctic  Gardens,  which  279  lists  as  interest. 

It  may  be  among  those  that  I  handed  to  you.  I 
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am  not   sure.   Wore   yon   familiar   with   that   pay- 
ment? A.     Yes,  I  remember  it. 

Q.  Would  you  explain  the  circumstances  of  that 
payment  of  $773.21? 

A.  When  the  Arctic  Gardens  was  organized,  or 
a  few  weeks  after  it,  possibly,  Mr.  Brehm  and  Mr. 
Forster  loaned  the  Company  $3,500  each.  On  this 
particular  date,  Mr.  Brehm  and  Mr.  Forster  came 
to  my  office,  this  date  is  December  31,  1945,  and  I 
am  reading  from  Exhibit  239.  They  would  like  to 
have  interest  to  pay  the  bank,  so  I  wrote  two  checks 
for  identically  the  same  amount,  one  to  Hans  For- 
ster and  one  to  Mr.  Brehm  for  $773.21.  I  do  not 
know  as  to  what  Mr.  Forster  did,  but  Mr.  Brehm 
was  going  right  to  the  bank  to  pay  the  interest. 
I  know  that. 

Q.  Were  these  checks  delivered  in  time  to  Mr. 
Forster  I 

A.  They  were  delivered  to  him  personally  in  my 
[3569]  office. 

Q.  Now,  were  there — was  such  interest  paid  on 
these  loans  in  any  later  years'? 

A.  Later,  the  inventory  was  pledged  to  the  bank. 
It  is  my  recollection  that  the  Arctic  Gardens  paid 
the  interest  to  the  bank  after  that  time. 

Q.     Direct  to  the  bank? 

A.     It  is  my  opinion  it  was  paid  that  way. 

Q.  Was  that  on  the  loans  where  the  inventory, 
as  you  say,  was  pledged?  A.     Yes. 

Mr.  LeSourd:    Excuse  me  a  moment,  your  Honor. 

Q.    (By  Mr.  LeSourd)  :    Handing  you,  Mr.  Tay- 
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lor,  Plaintiff's  Exhibit  257,  which  has  been  identi- 
fied as  your  work  sheet  for  Alpine  Dairy,  December 
31,  1945,  and  I  call  your  attention  to  some  items 
marked  "Dividend"  and  "Peoples  Bank"  near  the 
bottom  of  the  work  sheet.  Can  you  tell  us  what 
those  are? 

A.  From  my  recollection  of  this,  the  dividend 
was  from  the  Washington  State  Bank,  and  I  note 
I  have  two  items  of  interest.  While  they  are  not 
labelled  "interest",  they  are  labelled  "Peoples 
Bank",  one  item  of  one  thousand  dollars,  and  ap- 
parently the  Peoples  Bank  has  been  dittoed,  $1, 
209.45.  [3570] 

Q.     Where  did  those  figures  come  from? 

A.     Mr.  Forster  gave  them  to  me. 

Q.  Are  these  the  notations  that  you  spoke  of  you 
made  at  the  end  of  the  year? 

A.     Yes,  upon  this  work  sheet. 

Mr.  Obenour :    What  is  the  number  of  that  again  ? 

The  Witness:     Exhibit  257. 

Q.  (By  Mr.  LeSourd)  :  What  was  your  under- 
standing  

Mr.  LeSourd:     Cancel  that. 

Q.  (By  Mr.  LeSourd  continuing)  :  What  was  the 
relationship,  if  any,  of  this  check  of  $773.21  inter- 
est, which  we  just  mentioned,  to  these  two  figures 
that  you  have  on  this  work  sheet? 

A.  The  figures  here  were,  as  I  understand  it,  the 
net  interest  earning  figures  of  Mr.  Forster. 

Q.  And  by  "net",  I  think  you  already  explain- 
ed  
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A.  (Interposing)  It  would  mean  the  interest 
received  less  interest  paid  out. 

Q.  On  your  return  that  you  filed  for  Mr.  For- 
ster,  did  you  place  any  statement  with  regard  to 
the  source  and  extent  of  the  information  you  used 
in  making  out  the  return?  [3571] 

A.     Yes. 

Q.     In  what  form  was  this  statement*? 

A.  h\  the  form  of  a  rubber  stamp  under  the — 
over  the  affidavit  of  the  party  preparing  the  return. 

Q.  To  what  extent,  and  in  what  circumstances 
are  statements  of  this  sort  used  in  the  accounting 
profession  ? 

A.  There  are  a  great  many  accountants  using 
the  stamp,  especially  where  an  audit  or  a  verifica- 
tion is  not  made. 

Q.  Now,  what  was  the  general  nature  of  the 
statement  on  this  rubber  stamp  put  on  these  re- 
turns? 

A.  "Prepared  from  information  furnished  by 
the  taxpayer  without  audit  of  the  details  contained 
therein". 

Q.  Now,  passing,  Mr.  Taylor,  from  Exhibit  279 
to  Exhibit  280,  which  is  the  Government's  statement 
of  additional  income  of  the  Issaquah  Creamery 
Company : 

I  will  ask  you  about  the  items  that  aren't  merely 
duplications  of  Exhibit  279  that  we  have  already 
discussed.  One  item  I  would  like  to  ask  you  about 
are  receipts  from  the  sale  of  ice  cream,  which,  ap- 
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parently,  were  thought  to  be  over  quota,  but  also, 

apparently,  were  not  actually  over  quota. 

Did  you  know  that  any  receipts  from  the  sales 
of  ice  cream  were  not  being  entered  in  the  records 
of  [3572]  Issaquah  Creamery  Company  as  income? 

A.     I  did  not. 

Q.  Did  you  know  that  any  such  receipts  were 
not  being  deposited  in  the  Company  bank  account? 

A.     I  did  not. 

Q.  Now,  also  listed  as  additional  sales  of  Issa- 
quah Creamery  Company  on  Exhibit  280  are  sales 
of  milk  to  Alpine  Dairy,  reduced,  according  to  the 
Government's  contention,  $10,000  per  month  in  1948 
and  similar  reductions  in  1949. 

What  information  do  you  have  as  to  these  trans- 
actions ? 

A.     I  don't  know  that  I  am  <?lear, 

Q.  (Interposing)  These,  Mr.  Taylor,  are  the 
reductions  in  the  price  of  milk  being  sold  by  Issa- 
quah Creamery  Company  to  Alpine  Dairy  in  the 
years  1948  and  1949  that  the  Government  contends 
constitutes  a  constructive  dividend,  or  some  such 
matter. 

A.  From  my  recollection,  there  was  a  price  dif- 
ferential between  Issaquah  and  Alpine,  but  as  to 
these  particular  items,  I  was  not  familiar  with  the 
items  themselves. 

Q.  What  did  you  know  about  the  pricing  of 
milk  being  charged  by  Issaquah  to  Alpine? 

A.  I  had  no  knowledge  of  it.  I  was  not  familiar 
[3573]  with  it  in  any  way. 
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Q.     Did  you  have  anything  to  do  with   il   in 
course  of  your  work  for  these  companies.' 

A.     No. 

Q.  Did  you  know  that  any  particular  price  ad- 
justment had  been  made  in  these  years  between 
these  two  companies  '. 

A.     It  did  not  come  to  my  attention. 

Q.  Now,  also  listed  on  Exhibit  280  were  certain 
year-end  adjustments  for  1949,  and  I  refer  particu- 
larly to  Exhibit  280,  item  "C",  4,  5  and  6.  I  will  read 
them  to  you,  to  refresh  your  recollection.  Item  C-4, 
purchases  overstated  by  duplicating  liabilities  to 
Consolidated  Dairy  on  the  books  of  Issaquah 
Creamery  Company  on  November  30,  1949,  $51,- 
578.76;  purchases  overstated  by  recording  a  liabil- 
ity to  R.  L.  Stephenson,  paid  in  December,  1949,  as 
a  liability,  on  December  31,  1949,  on  Issaquah 
(Dreamery  Company,  corporation  books,  $18,859.50, 
and  cheek  of  Issaquah  Creamery  Company,  Incor- 
porated, made  payable  to  Puget  Sound — that  is  a 
different  item — and  the  third  item  is  milk  purchased 
from  farmers,  raised  on  the  books  of  Issaquah 
Creamery  Company,  November  and  December,  1949, 
ten  thousand  dollars. 

Now,  will  you  tell  us,  Mr.  Taylor,  exactly  [3574] 
what  happened  at  the  end  of  1949  when  you  went 
to  Issaquah  to  get  your  information  for  your  year- 
end  statement? 

First,  when  did  you  go? 

A.  It  was  on  the  last  Saturday  of  January  in 
1950. 
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Q.  Who  was  present  at  Issaquah  Creamery  Com- 
pany when  you  were  there? 

A.     Mr.  Forster  and  Mr.  Taylor. 

Q.  Now,  would  you  describe  to  us  exactly  what 
happened  on  that  day  when  you  were  there? 

A.  I  performed  my  usual  duties  of  posting  the 
various  journals  and  completed  my  figures  in  a 
tentative  stage,  and  late  in  the  afternoon,  Mr.  For- 
ster and  Mr.  Erickson  and  I  stepped  into  his  private 
office,  into  Mr.  Forster's  private  office,  to  discuss 
the  profit  figure  for  the  year.  To  the  best  of  my 
recollection,  the  profit  figure  was  some  $100,000  or 
$101,000  for  the  year  of  1949.  Mr.  Forster  looked 
at  the  figure,  and  he  said,  "That  is  impossible.  No- 
body has  made  any  such  money  as  that.  It  just  isn't 
in  the  cards  to  make  that  much  money." 

I  said,  "Well,  Mr.  Forster,  that  is  what  my  ledger 
shows.  That  is  what  it  displays,  and  I  don't  think 
there  is  anything  else  we  can  do  about  it." 

He  says,  "Well,  there  is  a  mistake  there  [3575] 
somewhere." 

And  I  immediately  said  to  Mr.  Forster  and  to  Mr. 
Erickson,  "If  you  will  check  it  over  and  let  me 
know,  I  will  hold  the  ledger  open  and  not  close  it 
so  that  I  can  make  the  necessary  adjustment  if  you 
find  that  I  have  made  any  errors  or  there  are  any 
errors  in  the  journals.  There  are  not  any  on  the 
ledger  that  I  can  see  at  the  present  moment." 

Q.  Was  anything  said  in  that  conversation  about 
hiring  another  accountant? 
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A.    Mr.  Forster  said  that  he  thoughl  he  would 

have  some  other  accountant  check  it  over. 

Q.  Now,  what — how  was  the  matter  left  between 
yourself  and  Mr.  Forster  and  Mr.  Erickson? 

A.  I  told  them  that  I  would  go  back  to  Seattle 
and  I  would  hold  the  work  sheet  until  I  heard  from 
them  as  to  any  changes  if  they  might  find  any 
errors. 

Q.  Handing  you,  Mr.  Taylor,  Plaintiff's  Exhibit 
259,  I  will  ask  you  what  that  is? 

A.  This  is  the  very  work  sheet  that  was  dis- 
cussed at  that  meeting  on  January  of  1950. 

Q.  Now,  there  has  been  some  testimony  by  Mr. 
Forster  with  regard  to  your  giving  him  information 
on  a  substantial  profit  for  the  month  of  December, 
1949.  Would  you  state  whether  or  not  you  gave  Mr. 
Forster  [3576]  any  figures  for  the  month  of  De- 
cember ? 

A.  I  haven't  any  recollection  of  discussing  the 
month  of  December  singly. 

Q.  Did  you  tell  him  that  there  was  a  profit  in 
the  month  of  December,  or  do  you  have  any  recol- 
lection of  that  matter? 

A.  I  don't  believe  I  mentioned  any  profit  for 
December  at  all. 

Q.  Handing  you  Plaintiff's  Exhibit  259-A,  I 
will  ask  you  what  this  is. 

A.  This  is  a  similar  work  sheet  of  the  Issaquah 
Creamery  Company  for  the  period  January  1st  to 
November  30,  1949. 
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Q.  What  does  that  show  as  the  profit  up  to  the 
end  of  November? 

A.     It  displays  a  net  profit  of  $121,133.54. 

Q.  And  what  did  you  state  the  original  figures 
were  that  you  showed  Mr.  Forster  for  the  year-end  % 

A.     My  recollection  was  it  was  $101,000. 

Q.  That  would  then  show  a  loss  for  December, 
wouldn't  it? 

A.  It  would  show  a  loss  of  twenty  thousand  odd 
dollars  for  the  month  of  December. 

Q.  After  this  day  at  Issaquah  at  the  end  of 
January,  1950,  what  happened  with  regard  to  these 
adjustments?  [3577] 

A.  I  held  the  ledger  and  work  sheets  open  until 
early  in  March.  I  cannot  quote  the  date.  I  'phoned 
Mr.  Forster  and  asked  him  if  I  should  proceed  with 
the  Issaquah  Creamery  Company  as  I  had  it,  and 
he  said  "No,  call  Mr.  Erickson."  There  were  to  be 
some  changes. 

I  called  Mr.  Erickson  and  went  to  Issaquah  and 
received  the  figures  that  I  show  on  an  adjustment 
column  on  this  work  sheet. 

Q.  Now,  what  figures  are  those  in  connection 
with  the  three  items  that  I  read  to  you  from  Exhibit 
280,  these  items  being  a  ten  thousand  dollar  increase 
in  milk  purchases,  a  $51,578.76  increase  in  Con- 
solidated Dairy  for  purchases,  and  $18,859.50  in- 
crease in  purchases? 

What  figures  were  you  given  in  connection  with 
that  matter? 

A.     I  displayed  two  of  these  figures.  I  displayed 
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the  ten   thousand   dollars   milk   drafts.   $51,578.76 

increase  in  accounts  payable; 

Q.    What  about  the  $18,859.50  item  I 

Mr.  Keesling:  Would  yon  indicate  what  yon  are 
referring  to  now? 

Mr.  LeSonrd:    Yes,  the  item 

Mr.  Keesling:     (Interposing)     Previously. 

The  Witness:  I  am  quoting  from  Plaintiff's 
[3578]  Exhibit  259. 

Q.  (By  Mr.  LeSonrd  continuing)  :  And  in  giving 
those  figures,  are  those  two  figures  yon  just  gave 
us,  do  they  appear  on  your  work  sheet  ? 

A.     They  appear  on  this  work  sheet  here,  yes. 

Mr.  Maxwell:    What  is  that,  now? 

Q.    (By  Mr.  LeSonrd) :    Is  that  Exhibit  259? 

A.     They  appear  on  Exhibit  259. 

Q.  That  is  your  work  sheet  for  the  year-end 
1949?  A.     Correct. 

Q.  And  when  did  yon  put  those  figures  on  the 
work  sheet  ? 

A.     Sometime  early  in  March,  1950. 

Q.     Again,  how  did  yon  get  those  figures? 

A.  I  went  to  Issaqnah,  and  Mr.  Erickson  gave 
me  these  two  figures. 

Q.  Xow,  the  third  figure  listed  on  Exhibit  2S0 
as  an  overstatement  of  purchases  for  the  year  1949 
is  R.  L.  Stephenson  of  $18,859.50.  What  was  your 
knowledge,  if  any,  as  to  that  item? 

A.  I  never  had  any  knowledge  of  the  R.  L. 
Stephenson  figure.  [3579] 
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Q.  Was  there  ever  any  change  made  in  yout 
work  sheet  on  figures  in  Buch  an  amount  1 

A.     T  do  not  display  it  at  all. 

Q.  Now,  when  you  were  given  these  figures  and 
])iit  them  on  your  work  sheet,  what  then  did  you 
do1 

A.  I  recoiled  thai  I  showed  them  to  Mr.  Erick- 
Bon. 

Q.  Was  there  were  there  other  adjustments 
besides  these  which  were  given  you  at  the  timel 

A.  He  called  my  attention  to,  I  would  say,  an 
error 

Q.     In  another 

A.   (  I  uterposing  I     I  n  another  figure,  j 

Q.    And  then  whai  happened  I 

A.  And  then  I  completed  this,  and,  as  I  remem- 
ber, I  left  a  little  tab  with  Mr.  ESrickson  to  give 
Mr.  Porster,  and  to  Lei  me  km»\\  if  I  should  go 
ahead  with  the  figures  I  had  developed  here. 

Q.      And   what    ha|»|»«  Qed   then  I 

A.  I  didn't  hear  anything  more  from  them,  bo 
I  proceeded  and  finished  the  income  tax  return, 

Q.     Now,  the»   two  Items  of  inc  1  liabilities 

thai  yon  have  testified  were  given  you,  total  $61,- 
578.76,  what-  with  the  other  adjustments  which 
were  made — what  was  the  resull  of  thai  in  terms  of 
the  income  for  the  .war  L9491  [3580] 

A.  The  income  for  the  year  was  reduced  by  the 
amcmnt  of  $51,578.76. 

Q.  Were  your  suspicions  aroused  by  tins  change, 
Mr.  Taylorl 
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A.  No,  Mr.  Forster  so  thoroughly  convinced  me 
that  there  was  an  error,  I  compared  it  with  the 
1948  return  and  found  that  the  sales  were  a  little 
less  in  1949  than  they  were  in  1948  and  I  felt  that 
it  looked  consistent  and  proceeded. 

Q.  How  did  the  income  arrived  at  in  1949  com- 
pare with  1948? 

A.  As  I  remember  it,  the  income  in  1948  was 
than  L949,  net  income. 

Q.  Will  you  state  whether  or  not  you  felt  it  was 
your  responsibility  to  check  into  the  accuracy  of 
these  cha] 

A.  No,  I  didn't  feel  that  it  was.  It  was  near  the 
deadline  of  preparing  the  returns,  and  I  had  con- 
fidence in  Mr.  Erickson,  so  I  made  no  further 
effort  to  check  them. 

Mr.  LeSourd:    It  is  recess  time,  your  Honor. 

The  Court:    All  right. 

Ladies  and  Gentlemen  of  the  Jury: 

It  is  now  time  for  the  morning  recess.  The  Court 
calls  your  attention  to  the  admonition  given  you 
[3581]  on  similar  occasions,  and  asks  that  you  heed 
the  admonition  given  on  this  occasion.  You  may 
now  he  excused. 

(Whereupon,  the  Jury  retired  from  the  court- 
room.) 

(Whereupon,  at  11:02  o'clock  a.m.  a  recess 
was  had  in  the  within-entitled  and  numbered 
cause  until  11:16  o'clock  a.m.  April  13,  1954,  at 
which  time,  counsel  and  defendants  heretofore 
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noted  being  present,  the  following  proceedings 
were  had,  to- wit:) 

The  Court :    You  may  call  the  Jury. 

(Whereupon,  the  Jury  was  returned  to  the 
courtroom.) 

The  Court:    You  may  be  seated. 

It  is  stipulated  that  the  Jury  and  all  defendants 
are  present  in  the  court  room? 

Mr.  Griffin:    Yes,  your  Honor. 

Mr.  Moriarty:    Yes,  your  Honor. 

The  Court:    You  may  proceed,  Mr.  LeSourd. 

Mr.  LeSourd:    Thank  you,  your  Honor. 

Q.  (By  Mr.  LeSourd)  :  In  the  testimony  in  this 
case,  Mr.  Eppler  said  that  Mr.  Erickson  had  said 
that  you  had  instructed  Mr.  Erickson  to  change  his 
journals  on  liabilities  at  the  end  of  1949  to  the  ex- 
tent of  approximately  eighty  [3582]  thousand  dol- 
lars. 

Did  you  give  him  any  such  instructions'? 

A.     I  did  not. 

Q.  Did  you  instruct  or  advise  him  to  make  any 
changes  whatsoever?  A.     I  did  not. 

Q.  Did  you  have  any  further  discussion  with 
Mr.  Forster  about  this  matter  after  you  were  out 
at  Issaquah  the  first  part  of  March  and  got  these 
changes  which  you  spoke  of? 

A.  Yes,  I  called  Mr.  Forster  to  come  to  the 
office,  to  my  office,  in  the  Textile  Tower  to  sign  the 
tax  return  and  notified  him  of  the  amount  of  the 
check  necessary  to  accompany  the  return.  I  took  the 
work  sheet  and  showed  Mr.  Forster  the  changes, 
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and  I  said,  "I  will  change  my  ledger  accordingly, 
and  yon  and  Harold  will  have  to  substantiate  the 
changes  that  are  made." 

And  I  showed  him  the  1948  return  and  said, 
"They  look  very  much  in  line." 

Q.    What,  if  anything,  did  he  say? 

A.  He  said,  "That  is  O.K.,  we  will  take  care 
of  it." 

Q.     Was  this  at  the  time  the  return  was  Bigned  ! 

A.  It  was  at  the  time  the  return  was  signed 
and  it  was  mailed,  I  believe,  that  same  day. 

Q.  Did  you  put  a  statement  on  the  returns  for 
[3583]  Issaquah  Creamery  Company  concerning  the 
source  of  your  information  and  extent  of  it  that 
you  used  to  make  out  those  returns? 

A.     Yes,  I  did. 

Q.  Was  this  statement  similar  to  that  put  on 
Mr.  Forster's  individual  return'? 

A.  It  is  my  remembrance  that  I  used  a  little 
different  stamp  on  a  corporation.  It  read,  "Pre- 
pared from  the  information — ";  "Prepared  from 
the  books  of  the  corporation  without  audit  of  the 
details". 

Q.  Turning,  Mr.  Taylor,  to  the  Renton  Ice  and 
Ice  Cream  Company,  what  was  your  first  contact 
with  that  operation'? 

A.     My  recollection  is  1942. 

Q.  And  would  you  explain  how  it  came  about 
that  you  were  informed  as  to  that  matter? 

A.  Mr.  Forster  informed  me  that  Mr.  Baskett 
and  Mr.  Schneider  had  made  some  arrangements  to 
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purchase  the  Renton  Ice  and  Ice  Cream  Company, 
and  that  he  would — was  going  in  with  them,  and 
that,  if  I  recollect  correctly,  the  first  meeting  I  had 
waa  .it  Mr.  Wettrick's  office  with  Mr.  Forster,  Mr. 
Baskett,  and  Mr.  Schneider,  and  Mrs.  Baskett,  by 
the  way,  was  present. 

Q.    What  happened  there  at  that  nutting? 

A.  That  was  an  organization  meeting.  I  might 
Bay  [3584]  there  was  considerable  discussion  before 
the  organization  meeting. 

Mr.  Tom  Williams  was  nol  in  favor  of  having 
Mr.  Schneider  or  Mr.  Forster  connected  with  it.  lie 
wanted  Mr.  Baskett  t<>  have  this  l>u>iness  as  his 
own  so  it  was  necessary  that  Mr.  Forster,  especially, 
not  have  his  name  identified  in  it  for  competitive 
reasons,  and  it  was  thought  wise  that  1  be  the  in- 
corporator in  place  of  Mr.  Forster  with  the  other 
two.  The  company  was  formed  then,  composed  of 
Mi-.  Baskett  subscribing  his  ten  shares,  and  Mi-. 
Schneider  for  ten,  and  L.  H.  Taylor  for  ten,  and 
the  corporation  was  then  organized  by  Mr.  Wet- 
trick. 

Q.  What  did  yon  have  t<>  do  in  regard  to  Mr. 
Forster'a  negotiations  in  regard  to  putting  money 
into  the  busines 

A.     I    haven't   any   recol]  any- 

thing to  do  with  the  financing  in  any  way  of  it. 

Q.     Did  you  receive  any  stock? 

A.  It  is  my  recollection  that  ten  shares  were 
issued  in  my  name,  and  endorsed  in  blank  back  to 
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Mr.  Forster,  endorsed  in  blank,  not  with  Mr.  For- 

ster's  name  on  them. 

Q.     What  happened  to  the  stock  certificates'? 

A.     They  were  turned  over  to  Mr.  Forster. 

Q.  And  then  you  became,  as  you  said,  an  in- 
corporator. Did  you  also  become  a  director .' 

A.  Yes,  they  requested  that  I  serve  as  a  director, 
and  the  by-laws  calling  for  the  officers — they  cre- 
ated the  secretary-treasure!  as  one  office  and  J  was 
elected  t<>  that  office. 

Q.  There  lias  been  testimony  in  this  case,  Mr. 
Taylor,  concerning  payments  made  by  Schneider, 
l;  iskett,  and  later.  Mrs.  Baskett,  or  Mrs.  Lovenger, 
t"  Mi-.  Forster,  from  their  salaries. 

What  was  your  first  contact  with  this  matter! 

A.  It  was  in  '42 — 1942 — as  to  the  date  I  am  a 
little  vague.  We  were  in  the  Issaquah — or  in  the 
Renton  Ice  Cream  office.  Mi-.  Baskett,  Mr.  Schnei- 
der, Mr.  Forster  and  myself. 

Q.  To  refresh  your  recollection,  was  this  the 
fir-i  meeting  of  the  corporation! 

A.  It  was  the  first  meeting  where  salaries  were 
established,  and  that,  as  I  recollect,  was  in  Sep- 
tember,  1D42. 

Q.  is  this  the  meeting  of  which  we  had  the 
minutes  in  the  minute  book  of  the  company? 

A.     That  is  my  recollection. 

Q.     Now 

A.    (Interposing)     That [3586] 

Q.  (Continuing)  What  occurred  at  this  meet- 
ing? 
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A.  Salaries  were  discussed  at  great  length.  Mr. 
Baskett  and  Mr.  Schneider  found  that  when  they 
moved  from  Issaquah,  that  $50  a  week  in  Renton 
didn't  go  nearly  as  far  as  it  did  in  Issaquah,  and 
they  were  very  anxious  to  have  a  little  more  com- 
pensation, and  there  was  considerable  more  discus- 
sion along  that  line,  and  finally  it  was  determined 
that  Mr.  Forster  did  not  care  to  become  identified 
on- account  of  the  competitive  reasons  as  mentioned 
before,  and  he  did  not  want  to  draw  a  salary,  so  the 
salary  of  Mr.  Schneider  and  Mr.  Baskett  were  set  at 
$500  a  month.  They  were  to  draw  it  $50  a  week, 
$2400  a  year,  and  the  balance  of  $3600  was  to  be 
divided  two  and  one,  Mr.  Forster  to  receive  one- 
third  of  each  of  their  salaries  as  an  income  or  an 
earning  and  it  was  agreed  at  that  time  that  Mr. 
Forster  would  deposit  his  checks  in  the  Alpine 
Dairy  Bank  Account,  so  that  the  income  could  be 
taken  into  account  there. 

Q.     Did  this  all  occur  at  this  meeting? 

A.     That  same  meeting,  yes. 

Q.     So  it  was  understood  at  that  meeting  that 

Mr.  Griffin:  (Interposing)  Objected  to  as  lead- 
ing. 

Mr.  LeSourd:    Very  well.  [3587] 

Q.  (By  Mr.  LeSourd  continuing)  :  Now,  why  did 
— did  you  advise  Mr.  Forster  to  treat  these  items 
as  salary  on  his  income  tax  return? 

A.  That  was  the  intent,  to  not  have  to  report  it 
on  the  face  of  his  return  as  salary,  like  from  the 
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[ssaquah  Creamery  Company,  so  that  it  would  make 
hint  identified  with  the  Renton  Ice  and  Ice  Cream 
Company  at  that  time. 

Q.  Now,  what  part,  if  any,  did  you  thereafter 
take  in  making  out  the  salary  checks? 

A.  It  is  my  recollection  that  I  made  them  out 
that  year,  the  understanding  being  that — the  un- 
derstanding was  that  there  would  be  two  checks 
made  to  each,  one  check  for  two-thirds  and  one 
check  for  one-third.  If  I  remember  correctly,  $3600 
was  the  amount  the  first  time,  the  checks  for  $1200 
to  be  endorsed  by  Mr.  Schneider  and  Mr.  Baskett  to 
Mr.  Forster. 

Q.  By  the  way,  going  back  to  the  meeting  at 
which  the  salaries  were  fixed  was  Mr.  Forster  pres- 
ent at  that  meeting?  A.     Absolutely. 

Q.  Did  you  ever  order  or  direct  Mr.  Schneider 
as  to  turning  over  to  Mr.  Forster  funds  from  his 
salary?  [3588] 

A.     I  certainly  did  not. 

Q.  Did  you  prepare  the  income  tax  returns  of 
Mr.  Schneider  and  Mr.  Baskett,  and,  later,  Mrs. 
Baskett?  A.     I  did. 

Q.  What  was  reported  on  their  returns  with 
regard  to  these  salaries? 

A.  The  entire  salary  drawn  as  it  was  voted  in 
the  By-laws,  or  in  the  minutes. 

Q.    Why  was  that  done,  Mr.  Taylor? 

A.  Because  the  voted  salary  had  to  be  reported 
by  them  as  far  as  I  was  concerned. 
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Q.  Now,  in  connection  with  their  returns,  was 
the  tax  paid  on  the  full  salaries'? 

A.    It  was. 

Q.     How  was  this  tax  paid1? 

A.  The  first  year's,  the  tax  was  paid  separately, 
I  believe.  Then  the  withholding  tax  became  in  ef- 
fect, and  withholding  was  taken  from  the  entire 
amount  each  year. 

Q.  And  what  about  the  reporting  of  this  amount 
on  the  returns  themselves;  was  tax  paid  in  connec- 
tion with  the  returns? 

A.  They  each  had  sometimes  additional  income 
that  would  develop  a  larger  tax  and  the  withholding 
[3589]  tax  was  deducted  with  the  difference  paid 
by  Mr.  Schneider  and  Mrs.  Baskett. 

■Q.  Now,  in  the  years  1945  through  1949,  what 
was  the  nature  of  your  accounting  services  for  Ren- 
ton  Ice  and  Ice  Cream  Company? 

A.  When  Mr.  Baskett  passed  away,  because  of 
the  situation  of  having  two  signatures  at  the  Ren- 
ton  Ice  and  Ice  Cream 

Q.  (Interposing)  :  You  are  talking  about  the 
checking  account  now? 

A.  The  bank  account  having  two  signatures,  it 
was  necessary  for  someone  to  go  there  during  the 
week.  I  used  to  go  out  once  or  twice  a  week  and 
sign  checks  with  Mr.  Schneider,  and  I  handled 
many  other  things  besides  actual  accounting  work 
for  the  Renton  Ice  and  Ice  Cream  Company,  Rent 
Controls,  and  sometimes  got  a  little  bit  into  the 
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labor  picture,  so  that  I  spent  time  that  wasn't  al- 
ways strictly  accounting  work. 
Q.     When  did  Mr.  Baakett  * 

A.     My  recollect:   n  u  January  of  lr 

Q.     N      .  in  these  year-.  1945  r"  1949,  what  \ 
the  nature  of  th^  strictly  accounting  work  you  did ! 

A.     Well,  it  was  running  the  general  ledger. 

Q.  How  often  did  you  take  the  figures  from  the 
Rentnn  Ice  book  for  your  general  1     _  "90] 

A.     Once  a  month. 

Q.  And  was  the  type  of  operation  similar  to  that 
at  Issaqnah  inasmuch  as  getting  figures? 

A.     Very  much  the  same.  ; 

Q.     Did  yon  g  t   rat  monthly  reports  for  Renton 
and  Ic  I       ipanyl 

A.  Yes.  I  prepared  re]  rta  for  Mr.  Forster  and 
Mr.  Baakett  and  Mr.  Schneider. 

Q.    Were  copies  sent  to  each?  A.     Yes. 

Q.  Now.  what  was  your  basic  compensation  at 
Benton  Ice  during  these  yean  I 

A.  Basic  compensation  was  fifty  dollars  a  month, 
and  for  the  extra  I  received,  some  years,  a  six  hun- 
dred dollar  additional  payment. 

Q.  Xow,  was  this  t=-xtra  compensation  you  spoke 
of  approved  by  anyone  on  behalf  of  the  company  ? 

A.  It  was  approved  by  both  Mr.  Schneider  and 
Mr.  Forster. 

Q.  And  what  was  Mr.  Schneider's  position  with 
the  company? 

A.     He  was  president  of  the  company. 
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Q.  And  who  signed  the  checks  that  paid  you  this 
compensation  ? 

A.  Mr.  Schneider,  and  I  believe,  I  signed  all 
[3591]  the  others  with  Mr.  Schneider. 

Q.  You  were  countersigning  a  number  of  checks, 
were  you?  A.    Yes. 

Q.  Mr.  Taylor,  there  has  been  introduced  here  a 
so-called  accounts  payable  ledger,  or  accounts  pay- 
able journal,  rather,  which  includes  the  years  1946 
and  1947. 

Mr.  LeSourd:    Would  you  get  those,  please? 

(Whereupon,  documents  were  handed  to  Mr. 
LeSourd  by  the  Clerk.) 

Q.  (By  Mr.  LeSourd  continuing)  :  Now,  refer- 
ring to  the — referring  to  the  income  tax  return  for 
Renton  Ice  and  Ice  Cream  for  the  year  ended  July 
31,  1946,  which  I  hand  you,  as  Plaintiff's  Exhibit 
26,  and  referring  to  the  so-called  accounts  payable 
journal,  being  Plaintiff's  Exhibit  212,  and  opened 
at  the  heading  August  1,  1946,  which  I  understand 
is  for  the  month  of  July,  1946,  I  will  ask  you  if 
you  secured  the  figures  for  accounts  payable  which 
you  used  in  your  return  from  the  itemization  of 
accounts  payable  listed  in  that  journal? 

A.     I  did  not. 

Q.  Well,  how — first,  why  did  you  not  use  that 
journal  in  securing  your  accounts  payable  figures? 

A.  This  book  was  not  even  half  filled  out,  or 
one-third  filled  out  at  the  time  I  was  there.  I  took 
a  journal  sheet  of  paper  and  Mr.  Schneider  handed 
me  the  various  invoices  and  statements  and  I  sat 
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down  and  wrote   a  schedule  of  accounts    payable 
from  the  invoices  and  statements  presented  to  me, 
and  arrived  at  figures  that  I  wrote  right  on  this 
sheet  here  what  they  were  composed  of. 

Q.    Would  you  read  those  figures,  Mr.  Taylor*? 

A.  Mix,  $8,089.10;  Beer,  $4,387.25;  Resale,  which 
included  Expense  items  as  well,  $1,861.70,  making 
a  total  of  $14,338.05. 

Q.  Now,  I  notice  at  the  bottom  of  the  detailed 
entries  in  that  accounts  payable  journal  is  a  total 
of  $14,338.05.  Is  that  in  your  writing? 

A.     That  is  in  my  handwriting,  yes. 

Q.  Again  referring  to  the  bottom  of  the  page, 
is  that  figure  at  the  bottom  of  the  page  your  hand- 
writing ?  A.    Yes. 

Q.  I  am  calling  attention  now  to  the  total  right 
at  the  foot  of  all  the  figures. 

A.     You  mean  right  there? 

Q.     Yes. 

A.     That  is  the  same  total  of  $14,338.05. 

Q.     Is  that  in  your  writing?  [3593] 

A.     That  is  in  Mr.  Schneider's  handwriting. 

Q.  Now,  was  there  any  total  there  when  you 
wrote  your  figures  on  that  page  ? 

A.     There  was  not. 

Q.  Mr.  Schneider,  I  believe,  testified  that  he  had 
written  in  a  total  there  previous  to  your  coming 
of  $8,338.05  and  you  had  him  change  it  to  $14,- 
338.05.  Is  there  any  indication  in  that  figure  on 
that  page  that  it  has  ever  been  changed? 
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A.  There  isn't  anything  that  shows  it  has  been 
changed  in  any  way. 

Q.  Now,  referring  to  the  next  year,  Mr.  Tay- 
lor, for  1947,  under  the  heading  of  August  1,  1947, 
in  Plaintiff's  Exhibit  212,  which  I  understand  is 
for  the  month  of  July,  1947,  and  also  handing  you 
the  income  tax  return  of  Renton  Ice  for  the  year 
ended  July  31,  1947,  would  you  tell  me  what  the 
amount  is  of  accounts  payable  that  you  used  in  the 
income  tax  return  for  the  year  ended  July  31,  1947 ; 
and  will  you  give  us  the  exhibit  number  of  that 
return  ? 

A.  I  am  reading  from  Exhibit  27,  the  corpora- 
tion income  tax  return  of  the  Renton  Ice  and  Ice 
Cream  Company,  a  fiscal  year,  corporation  operat- 
ing from  August  1,  1946,  to  July  31,  1947.  I  am 
turning  to  the  last  page,  page  4,  schedule  "L", 
balance  sheet.  The  [3594]  balance  sheets  run  up 
and  down  the  sheet,  and  then,  line  9,  under  Liabil- 
ities, the  amount  of  $16,679.56  shows  as  accounts 
payable. 

Q.  Now,  turning  to  the  accounts  payable  jour- 
nal, what  is  the  total  shown  at  the  footing  of  the 
accounts  payable  journal  for  the  month'? 

A.     $18,277.36. 

Q.  Do  you  recall  Mr.  Schneider's  testimony  that 
he  watched  you  total  the  pages  for  that  month  and 
put  nine  "l's"  in  front  of  various  items  in  that 
journal?  A.     I  heard  that  testimony. 

Q.  What  is  the  fact  as  to  whether  you  put  nine 
"l's"  in  front  of  those  totals? 
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A.  I  absolutely  did  not  put  nine  "IV  in  front 
of  those  totals. 

Q.  And  what  is  the  fact  as  to  whether  or  not 
you  totalled  those  pages  at  all? 

A.  This  book  was  just  about  one-third  entered. 
It  was  skipped  around  here,  an  entry  now  and  then. 
As  I  understood — no,  this  one  is  not  the  one.  I  take 
it  back.  I  was  thinking  of  the  other  one. 

Q.     The  1946  one? 

A.  Yes.  This  book  I  did  not  have  in  my  posses- 
sion at  any  time,  as  I  remember  it.  [3595] 

Q.     You  mean  at  the  end  of  this  July? 

A.  Yes,  because  if  I  had,  I  would  have  had  some 
notes  on  the  page  showing  that  I  had  seen  this  book. 

Q.  Well,  then,  what  is  your  testimony  as  to  whe- 
ther you  ever  totalled  the  columns  for  that  July, 
1947? 

A.     I  did  not  total  any  columns  in  July,  1947. 

Q.  And  the  total  of  $18,253.11  appearing  at  the 
end  of  those  figures,  what  is  the  fact  as  to  whether 
or  not  that  is  in  your  handwriting? 

A.     That  is  not  my  handwriting. 

Q.  Is  either  total  in  your  handwriting?  There 
are  two  totals  there,  I  believe. 

A.     Neither  total  is  in  my  handwriting. 

Q.  Now,  the  figure  you  stated  for  accounts  pay- 
able that  you  used  on  the  return  for  that  year  was 
about  16,000-odd  dollars,  as  I  recall  your  reading  it. 
Is  there  any  combination  of  figures  on  the  return 
itself  which  arrive  at  the  same  total  as  is  written 
in  this  accounts  payable  journal? 
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Do  you  need  a  pad  of  paper? 

A.  I  have  it  already.  By  taking  the  accounts 
payable  item  as  item  9  on  schedule  27 — Exhibit  27, 
of  $16,679.56,  and  on  line  11,  there  is  an  account 
called  accrued  expenses  and  typed  in  as  taxes  of 
$997.80,  wages,  [3596]  which  was  my  check  for 
$600,  added,  make  a  total  of  $18,277.36,  the  same 
as  the  journal  shows. 

Q.     The  same  as  the  last  total  in  the  journal? 

A.     That  is  correct. 

Q.  Now,  does  this  accounts  payable  journal  in- 
clude any  item  of  tax?  A.     It  does  not. 

Q.  Now,  was  there  any  source  from  which  this 
total  that  appears — the  final  total  that  appears  in 
that  accounts  payable  journal  could  have  been  se- 
cured ? 

A.  Two  or  three  ways  it  could  have.  He  might 
have  taken  it  from  my  work  sheet  I  had  on  the 
desk,  could  have  taken  it  from  the  report  I  mailed 
to  them,  and  he  could  have  taken  it  off  from  this 
tax  return. 

Q.  Now,  the  report  that  you  mailed  to  them, 
what  was  the  fact  as  to  whether  or  not  these  three 
items  that  you  have  read  add  up  to  the  same  total 
as  was  in  this  journal  and  include  the  item  of  taxes 
— what  is  the  fact  as  to  whether  those  three  items 
appear  together  in — might  appear  together  in  these 
reports  ? 

A.  They  may  have.  I  haven't  definite  recollec- 
tion, but  my  recollection  is  I  showed  the  total  of 
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$18,277.36  and  I  presume  I  put  it  on  the  forms  that 

I  sent  to  them. 

Q.  Now,  turning,  Mr.  Taylor,  to  Finstad  and 
[3597]  Utgard.  What  was  your  first  contact  with 
Finstad  and  Utgard1? 

A.     I  believe  in  1943.  I  am  not  positive. 

Q.  And  what  was  the  nature  of  that  first  con- 
tact? 

A.  The  first  contact  was:  Mr.  Grant,  Mr.  Cook, 
Mr.  Egeness  were  at  Conway,  I  believe,  and  Mr. 
Forster  picked  me  up,  and  we  went  to  Conway  and 
had  a  meeting  there  with  the  intention  of  picking 
up  the  books  that  were  up  there,  but  they  were  not 
ready  for  me  at  that  time. 

Q.     What  occurred  thereafter? 

A.  It  seems  to  me  that  the  next  month  we  went 
up  there — it  might  be  a  shorter  time  than  that — and 
Mr.  Black,  the  accountant  for  them,  had  completed 
the  books  and  we — I  glanced  through  the  trial  bal- 
ance that  Mr.  Black  had  made  from  the  ledger. 

Q.  Who  was  in  charge  of  the  operating  of  the 
company  up  there  ? 

A.     Mr.  Verne  Egeness. 

Q.  Now,  did  Mr.  Forster  enter  into  an  agree- 
ment with  Mr.  Egeness  and  Mr.  Grant  and  Mr. 
Cook  for  the — in  connection  with  the  stock  of  that 
company? 

A.  Yes.  Mr.  Grant,  Cook  and  Egeness  made  an 
arrangement  to  dispose  of  their  interest  to  Mr. 
Forster.  [3598] 
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Q.  And  that  is  the  agreement  that  is  here  in 
evidence,  is  it?  A.    Yes. 

Q.  Now,  at  any — at  any  time,  did  yon  have  a 
discussion  with  anyone  concerning  payments  to  Mrs. 
Finstad?  A.    Yes. 

Q.  Would  you  explain  when  that  was,  and 
where  ? 

Mr.  Griffin:     With  whom? 

Q.  (By  Mr.  LeSourd  continuing) :  And  with 
whom? 

A.  To  the  best  of  my  recollection,  it  was — it 
might  have  been — the  same  trip  up  there,  or  the 
next  one,  and  those  were  made  once  a  month,  ap- 
proximately the  same  part  of  the  month.  Mr.  For- 
ster and  Mr.  Egeness  and  I  were  present  in  the 
office,  and  a  discussion  was  had  relative  to  the  oper- 
ations generally,  and  a  discussion  was  then  had 
relative  to  Mr.  Egeness'  salary.  My  recollection  of 
the  discussion  was  this:  That  Mr.  Egeness'  salary 
would  be  set  at  $600  a  month,  to  draw  $300  in  cash, 
and  to  pay  $300  to  Mrs.  Finstad  for  an  interest, 
and  ten  per  cent  of  the  profits. 

Q.     Who  made  the  decision  as  to  this  salary? 

A.     Mr.  Forster. 

Q.  Now,  had  you  found  anything  in  examining 
the  books  of  Mr.  Black  with  regard  to  the  manner 
of  payment  [3599]  to  Mrs.  Finstad  prior  to  Mr. 
Forster's  coming  into  the  picture? 

A.  Yes,  Mrs.  Finstad  was  being  paid  from  the 
salary  accounts  of  Mr.  Grant,  Mr.  Cook  and  Mr. 
Egeness. 
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Q.  In  connection  with  this  discussion  you  have 
just  mentioned  with  regard  to  Mr.  Egeness'  salary, 
was  there  any  statement  as  to  the  reason  for  Mr. 
Egeness  continuing  to  make  payments  to  Mrs.  Fin- 
stad f 

A.  The  genera]  discussion  was  that  Mr.  Forster 
didn't  feel  that  he  had  the  funds  and  he  would 
like  to  have  Mr.  Egeness  become  a  part  owner  with 
him  and  to  increase  his  interest  in  the  Finstad  and 
Utgard  operation. 

Q.  Well,  was  that  discussion  with  regard  to  Mr. 
Egeness  becoming  a  part  owner  tied  in  in  any  way 
with  the  payments  to  Mrs.  Finstad  that  were  to  be 
made  to  Mrs.  Finstad? 

A.  Yes.  I  assumed  from  the  conversation  that  it 
was  to  continue  the — continue  in  his  position  pur- 
chasing 25  percent  of  the  stock,  and  I  so  set  up 
the  ledger  to  take  care  of  the  entries  for  Mr.  Ege- 
ness' salary  account  and  payment  to  Mrs.  Finstad, 
and  that  continued  in  the  ledger  until  the  time  I 
left  Seattle. 

Q.  Now,  who  made  out  the  tax  returns  for  Mr. 
[3600]  Egeness?  A.    I  did. 

Q.  What  did  his  returns  report  as  to  the  salary 
he  received  from  the  corporation? 

A.     He  received  the  full  salary  of  $600  a  month. 

Q.    Was  the  tax  paid  on  this  whole  salary? 

A.  The  tax  was  paid  on  this  whole  salary  by 
Mr.  Egeness. 

Q.  Now,  what  was  your  understanding  in  the 
years  1945  through  1949  as  to  the  stock  of  Finstad 
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and  Utgard,  and  in  whose  name  it  was  held? 

Mr.  Griffin:  Object  to  the  form  of  that  ques- 
tion. What  difference  is  it  what  his  understanding 
was?  It  has  got  to  be  based  on  conversations,  agree- 
ment or  facts,  and  the  documents  in  evidence. 

Mr.  LeSourd:  I  am  not  asking  for  a  legal  con- 
clusion. I  am  asking  what  he  knew  at  the  time. 

Mr.  Griffin:  You  didn't  ask  what  he  knew;  for 
his  understanding.  I  am  objecting  to  the  form  of 
the  question. 

The  Court:  I  think  as  you  state  it,  the  question 
is  objectionable.  If  you  are  asking  what  he  knew, 
it  will  be  so  considered. 

Mr.  LeSourd:     Very  well,  your  Honor.  [3601] 

Q.  (By  Mr.  LeSourd  continuing) :  Insofar  as 
your  knowledge  went  during  these  years,  how  was 
the  stock  of  Finstad  and  Utgard  held? 

A.  It  was  my  understanding  that  it  was  held  in 
the  name  of  Mrs.  Finstad. 

Q.  Now,  Exhibit  252,  Mr.  Taylor,  is  a  statement 
of  net  worth  of  Mr.  Forster  dated  February  28, 
1948,  in  your  handwriting,  and  contains  Finstad 
and  Utgard,  sole  owner.  In  other  words,  showing 
Mr.  Forster  the  sole  owner  of  Finstad  and  Utgard. 
What  was  your  reason  for  making  that  statement 
on  that  net  worth  statement? 

The  Court:  What  statement  is  that  by  exhibit 
number,  Mr.  LeSourd? 

Mr.  LeSourd:     252. 

A.  May  I  ask  who  the  statement  was  made  out 
to? 


United  Stales  of  America  1577 

(Testimony  of  L.  Hicks  Taylor.) 

Q.  (By  Mr.  LeSourd)  :  Well,  Id's  ge\  the  Btate- 
ment.  I  hand  yon  Plaintiff's  Exhibit  252,  and  ask 
yon  if  that  is  the  net  worth  statement  in  your  hand- 
writing % 

A.  Yes.  This  is  the — a  statement  made  as  of 
February  28,  1948,  purporting  to  be  the  financial 
statement  of  Hans  Forster.  The  reason  for  it  is  in 
the  descriptive  part.  Finstad  and  Utgard  net  worth, 
sole  [3602]  owner,  $74,699.46;  but,  on  the  bottom  of 
the  page,  I  have  contingent  liabilities,  $190,000 
which,  as  I  recollect,  included  some  amount  thai  M  r. 
Egeness  had  paid  to  Mrs.  Finstad. 

Q.  Did  you  have  any  knowledge  during  these 
years  as  to  any  legal  rights  that  Mr.  Egeness  had 
with  regard  to  stock  interest  in  the  company? 

A.  Only  that  as  I  understood  it,  none  of  the 
three  parties  who  sold — who  were  selling  to  Mr. 
Forster  were  released  from  their  legal  thing  with 
Mrs.  Finstad. 

Q.  With  regard  to  the  securing  of  interest  in 
the  stock  itself,  what  knowledge  did  you  have,  if 
any,  as  to  the  relationship  of  Mr.  Egeness  during 
these  years?  Maybe  I  don't  make  myself  clear  on 
that  question. 

Mr.  LeSourd:    I  will  withdraw  the  question. 

Q.  (By  Mr.  LeSourd  continuing) :  Do  you 
know  when  Mr.  Forster  actually  received  the  stock 
of  Finstad  and  Utgard? 

A.  I  have  to  refer  to  this  case  to  know.  It  was 
after  I  left  the 
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Q.  (Interposing) :  Other  than  what  you  have 
learned  here  in  this  case.  [3603] 

A.  The  records  still  show  in  the  books  that  Mr. 
Egeness  had  paid  the  contract. 

Q.  Did  you  have  anything  to  do  with  the  release 
of  the  stock  from  escrow  and  delivery  to  Mr.  For- 
ster?  A.     I  did  not. 

Q.  Now,  during  the  years  1945  to  1949,  did  it 
occur  to  you  to  enter  in  Mr.  Forster's  return  the 
amounts  which  Mr.  Egeness  were  paying  to  Mrs. 
Finstad?  A.     It  certainly  did  not. 

Q.  Did  you  deem  it  to  be  income  of  Mr.  Forster 
in  any  way?  A.     I  certainly  did  not. 

Q.  Now,  as  I  recall  it,  Mr.  Taylor,  Mr.  Egeness 
testified  that  while  he  paid  the  tax  to  the  Collector 
on  his  full  $600  salary  that  Finstad  and  Utgard 
corporation  reimbursed  him  for  part  of  the  tax. 
Was  there  any  reimbursement  to  your  knowledge? 

A.     Not  to  my  knowledge. 

Q.  What  did  you  do  with  Mr.  Egeness'  tax  re- 
turns after  you  made  it  out? 

A.  I  usually  made  them  out  in  my  office,  and 
would  mail  them  to  him  for  his  signature  and  for 
his  payment. 

Mr.  LeSourd:    Excuse  me,  a  moment. 

(Whereupon,  there  was  a  brief  pause.) 

Q.  (By  Mr.  LeSourd)  :  Plaintiff's  Exhibit  149 
contains  two  checks  to  Mrs.  Finstad  on  February 
28,  1950,  one  for  $2500  and  the  other  for  $2,000. 
There  has  been  some  testimony  which  might  indi- 
cate that  the  name  of  the  payee  on  these  checks 
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was  written  by  you.  What  is  the  fact  as  to  that  '. 

A.     That  is  certainly  not  my  handwriting. 

Q.  To  what  extent  did  you  sign  checks  for  Pin- 
stad  and  Utgard,  or  draw  checks,  rather;  either  o 

A.  It  is  my  recollection  I  never  signed  a  check 
at  Finstad  but  I  believe  that  on  one  of  the  accounts, 
either  they  had  two  bank  accounts,  one  at  Stanwood 
and  one  at  Mt.  Vernon,  and  I  believe  my  name  was 
put  on  one  of  those,  but  I  never  signed  a  check  as 
long  as  I  was  connected  with  them. 

Q.  At  times,  did  you  have  occasion  to  draw 
checks  or  fill  them  out? 

A.  Oh,  yes.  If  I  was  sitting  at  the  desk,  they 
would  hand  me  something  to  write  out,  right  along. 

Q.  Now,  turning  to  Simonson  and  Forster,  what 
did  you  do  with  regard  to  the  incorporation  of 
Simonson  and  Forster,  if  anything? 

A.  It  is  my  recollection  that  that  corporation 
[3605]  organized  for  a  very  small  amount  of  money. 
They  did  not  care  to  hire  an  attorney  to  incorporate 
their  company,  but  still  they  wanted  to  be  incor- 
porated. 

So,  they  asked  me  if  I  couldn't  handle  it,  and  I 
said,  "Well,  I  suppose  I  can  copy  your  Issaquah 
Creamery  articles  and  send  them  in,  and  just  change 
the  name."  And  that  is  what  I  did.  I  changed  the 
names  and  wrote  out  the  same  articles  as  the  Issa- 
quah Creamery  Company,  and  they  were  filed.  I  re- 
ceived no  compensation  for  that. 

Q.  Now,  what  was  the  scope  of  your  work  for 
Simonson  and  Forster? 

A.    It  was  running  the  general  ledger  and  the 
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system  out  there  had  been  partially  this  way  by  a 

former  owner. 

Q.  Exhibit — the  exhibits  in  evidence  here,  and 
the  testimony  shows  the  receipts  by  Mr.  Forster 
of  $100  a  month. 

Mr.  LeSourd:     Strike  that,  please. 

Q.  (By  Mr.  LeSourd  continuing) :  There  are 
two  checks  in  evidence  in  this  case  for  194G  and 
1947,  a  $100  check  to  Mr.  Forster  in  1946,  and  a 
$100  check  to  Mr.  Forster  in  1947.  Do  you  have 
any  recollection  of  those  checks? 

A.     No,  I  do  not.  [3606] 

Q.  Now,  also,  there  are  checks  in  evidence  here 
of  $100  a  month  which  Mr.  Forster  received  in  1948, 
and  $100  a  month  which  he  received  in  1949.  Do 
you  have  any  recollection  of  those  items? 

A.     Yes,  very  well. 

Q.  Now,  will  you  state  what  happened  with  re- 
gard to  those  $100  a  month  items? 

A.  Those  $100  a  month  items  were  charged  on 
the  books  of  the  Puyallup  Creamery  into  the  gen- 
eral expense  account.  Then  at  the  close  of  the  year 
I  spoke  to  Mr.  Forster  about  the  $1200  and  asked 
him  whether  that  was  to  be  a  salary  or  what  it  was 
supposed  to  be.  His  remarks  to  me  were  that  it 
couldn't  be  a  salary,  because  they  were  losing 
money,  and  that  he  didn't  see  why  he  should  pay 
income  tax  when  he  was  drawing  from  the  capital 
of  a  business,  and  he  says,  "You  talk  it  over  with 
Oscar.  I  think  that  Oscar  has  arranged  some  way 
to  take  care  of  it." 
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Q.    Who  is  Oscar? 

A.  Mr.  Simonson.  I  apologize.  Mr.  Oscar  Simon- 
son  was  the  President  of  the  Puyallup  Creamery. 
I  might  explain  that  Puyallup  Creamery  and  Si- 
monson and  Forster  are  one  and  the  same  thing  if 
anybody  is  confused  on  it. 

So,  I  talked  to  Mr.  Simonson  about  it.  [3607] 

Mr.  Griffin:  Just  a  moment,  if  the  Court  please. 
Objected  to  as  hearsay. 

The  Court:     The  conversation? 

Mr.  Griffin:     Yes.  Simonson  is  dead. 

Q.  (By  Mr.  LeSourd)  :  Just  state  what  you  did 
with  regard  to  this  item? 

The  Court:  You  can't  repeat  a  conversation, 
Mr.  Taylor. 

Mr.  LeSourd:     Yes. 

A.  The  amount  withdrawn  was  credited  against 
the  expense  account,  and  the  analysis  handed  me 
by  Mr.  Simonson  showed  that  he  had  purchased 
some  equipment,  and  it  was  already  paid  for,  and 
not  paid  for  through  Simonson  and  Forster.  I  ad- 
justed the  records  of  Simonson  and  Forster.  There 
was  $1100.00  showing  as  already  owing  to  the  com- 
pany by  Mr.  Simonson,  and  the  $1200  that  had  been 
paid  to  Mr.  Forster.  I  restored  the  $1200  to  profit, 
and  charged  the  equipment  account  with  the  $1200 
and  the  $1100,  and  Mr.  Forster  was  to  pay  Mr. 
Simonson  this  money  back  into  the  corporation. 

Q.  (By  Mr.  LeSourd)  :  Was  this  done  after 
your  conversation  with  Mr.  Simonson? 

A.    Yes.  [3608] 
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Q.    Mr.  Simonson  has  now  passed  away,  has  he? 

A.    Yes. 

Q.  I  will  hand  you  Plaintiff's  Exhibit  226,  and 
ask  you  what  that  is. 

A.  Plaintiff's  Exhibit  226  is  a  December  31st 
balance  sheet,  and  profit  and  loss  statement  of  the 
Puyallup  Creamery.  Also  a  work  sheet  of  the  same 
company. 

Q.     For  what  period? 

A.     December  31,  1948. 

Q.  Now,  does  that  work  sheet — that  is  in  your 
handwriting,  is  it? 

A.    That  is  in  my  handwriting,  yes. 

Q.  Does  that  work  sheet  reflect  these  matters 
you  have  just  testified  to? 

A.  It  does.  The  adjustment  column  shows  an 
item  of  $1100  debited  to  equipment  and  credited  to 
a  notes  receivable  account.  $1200  debited  to  equip- 
ment and  $1200  shown  as  a  credit  against  the  ex- 
pense control  account. 

Q.  Now,  has  the  work  sheet — your  work  sheet 
for  the  year  1949  been  produced  here  and  located? 

A.     I  have  not  seen  it. 

Q.  What  is  your  recollection  as  to  what  that 
work  sheet  would  show  if  it  were  found  with  re- 
gard to  [3609]  the  $1200  that  was  paid  to  Mr.  For- 
ster  in  1929? 

A.  That  it  would  show  that  it  was  restored  to 
profit. 

Q.  And  what  would  it  show  as  the  offsetting  en- 
try, or  manner  in  which  it  was  handled? 
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A.  It  was  my  recollection  that  it  was  debited 
to  equipment,  also. 

Q.  Now,  handing  you  Plaintiff's  Exhibit  220, 
Mr.  Taylor,  would  you  state  what  that  is? 

What  is  the  book  that  I  handed  you? 

A.  It  is  the  ledger  of  the  Puyallup  Creamery 
Company,  Simonson  and  Forster,  Incorporated. 

Q.  Now,  there  are  entries  in  that  ledger  with 
particular  reference  to  the  equipment  account  that 
reflects  the  transactions?  A.    Yes. 

Q.     And  what  are  those  entries? 

A.  There  is  an  entry  of  December  31,  1948,  of 
$3,722.16.  That  includes  the  $2300  I  mentioned  a 
bit  ago. 

Q.  And  what  about  the  next  year,  at  the  end 
of  1949? 

A.  There  is  an  entry  of  $1,553.69  which  includes 
the  $1200  of  1949  to  Mr.  Forster. 

Q.  And  did  you  check  to  see  if  this  equipment 
[3610]  was  actually  received  by  Simonson  and  For- 
ster? 

A.  I  don't  believe  I  did.  I  didn't  often  go  out 
to  the  plant. 

Q.     Why  didn't  you  check,  Mr.  Taylor? 

A.  If  I  remember  rightly,  Mr.  Simonson  had  it 
written  on  a  slip,  what  was  purchased. 

Q.  Did  you  make  any  practice  in  your  account- 
ing where  you  were  working  on  the  basis  that  you 
are  here,  to  actually  check  equipment  or  other  phy- 
sical items?  A.     I  did  not. 
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Q.  Did  you  report  the  $1200  a  year  on  Mr.  For- 
ster's  personal  income  tax  return? 

A.     I  did  not. 

Q.     Why  not? 

A.  Because  it  was  restored  to  profit  of  the  Puy- 
allup  Creamery,  and  became  a  liability  of  Mr.  For- 
ster, or  he  had  to  return  the  money  to  the  Puyallup 
Creamery. 

Q.     By  "liability",  what  do  you  mean? 

A.  His  liability  to  return  the  money  to  the  Puy- 
allup Creamery. 

Q.    What  about  the  equipment? 

A.  Well,  the  equipment  —  the  equipment  was 
supposedly  paid  for  either  by  Mr.  Forster  or  Mr. 
Simonson,  and  he  was  going  to  collect  from  Mr. 
Forster. 

Q.  Now,  turning  to  Arctic  Gardens,  Mr.  Tay- 
lor,  [3611]  was  that  a  separate  corporation? 

A.    Yes,  it  was. 

Q.     When  was  it  organized? 

A.     To  the  best  of  my  recollection,  in  1945. 

Q.     And  it  was  owned  by  whom? 

A.     Mr.  Brehm  and  Mr.   Forster. 

Q.     And  what  business  was  it  in? 

A.  It  was  a  frozen  food  business.  I  believe,  from 
conversation  that  I  have  heard,  that  they  were 
going  to  do  more  expansion  for  businesses  than  the 
frozen  food,  but  for  some  reason,  it  didn't  develop. 
I  have  forgotten  the  particulars  of  it. 

Q.  Now,  what  were  your  duties  and  activities 
in  regard  to  this  company? 
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A.  If  I  remember  right,  I  was  secretaiy.  I  might 
have  been  treasurer,  if  the  By-laws  called  for  it. 
I  believe  I  was  secretary-treasurer,  yes. 

Q.  What  were  your  actual  duties  and  respon- 
sibilities and  activities  in  connection  with  it  '. 

A.  When  it  first  started,  they  turned  over  all 
the  books  to  me  in  my  office,  and  I  maintained  all 
the  records  in  my  office. 

Q.  Well,  to  what  extent  was  your  office  used 
in  the  operation  of  the  business  itself? 

A.  In  the  early  stages,  Mr.  Angstad  was  a 
[3612]  sales  manager  for  them  and,  I  believe,  on  a 
commission  basis,  if  I  remember  correctly,  and  he 
did  the  selling  and  maintaining  a  freezer  truck — 
a  cold  whatever  you  call  them,  a  truck  to  handle 
frozen  foods — and  operated  for  somewhere  close 
to  a  year,  I  believe,  and  it  seemed  that  the  bottom 
fell  out  of  the  frozen  food  business,  and  Mr.  Ang- 
stad was  released,  and  then  either  the  Alpine  or 
the  Issa quah  Creamery  Company  took  over  the 
delivery  of  it,  of  the  frozen  foods,  and  then  all  the 
duties,  pretty  nearly  to  the  selling  of  it,  was  in 
my  hands,  and  I  handled  it  through  my  office. 

Q.  What  compensation  did  you  receive  from  this 
company  1 

A.  My  recollection  is  that  it  averaged  about  fifty 
dollars  a  month  throughout  the  period. 

Q.  When  Mr.  Forster  was  on  the  stand,  he 
pointed  out  two  checks  you  received  from  Arctic 
Gardens  in  May,  1949,  one  for  $150  and  one  for 
$50.17.  Would  you  explain  what  these  were  for? 
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A.  The  $150  was,  as  I  remember  it,  for  three 
months'  compensation,  and  the  $50  was  the  last 
month's  compensation.  The  $.17,  if  I  had  of  left  it 
in  the  bank  account,  the  bank  would  have  taken  it 
anyway,  so  that  I  just  wrote  the  seventeen  cents  on 
my  check  and  closed  the  account.  [3613] 

Q.  How  did  it  happen  you  didn't  send  the  sev- 
enteen cents  out  to  Mr.  Forster? 

A.     Well,  it  would  have  cost  me  six  cents  to  mail 

the  seventeen  cents  to  the  two  people,  so 

Q.     (Interposing)  :     When  was  it  that 

Mr.  LeSourd:  Strike  that.  It  is  time  to  recess, 
your  Honor. 

The  Court:  Ladies  and  Gentlemen  of  the  Jury: 
We  will  now  recess  for  noon.  The  Court  calls  your 
attention  to  the  admonition  given  on  similar  oc- 
casions, and  asks  that  you  heed  that  admonition  on 
this  occasion.  You  will  now  be  excused  until  1 :45. 

(Whereupon,    the    Jury    retired    from    the 
courtroom.) 
The  Court:    Court  will  recess  until  1:45. 

(Whereupon,  at  12:16  o'clock  p.m.  a  recess 
was  had  in  the  within-entitled  and  numbered 
cause  until  1:45  o'clock  p.m.  April  13,  1954,  at 
which  time,  counsel  and  defendants  heretofore 
noted  being  present,  the  following  proceedings 
were  had,  to- wit:) 
The  Court:    You  may  call  the  Jury. 

(Whereupon,  the  Jury  was  returned  to  the 
Courtroom.) 
The  Court:    You  may  be  seated. 
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It  is  stipulated  that  the  J  my  and  all  Defendai 
arc  present   in  the  court  room?  [3614] 

Mr.  Griffin:     Yes,  your  Honor. 

Mr.  LeSourd :     Yes,  your  Honor. 

The  Court:    You  may  proceed,  Mr.  LeSourd. 

Mr.  LeSourd:     Thank  you,  your  Honor. 

Q.  (By  Mr.  LeSourd) :  When  we  adjourned  at 
noon,  Mr.  Taylor,  we  were  discussing  Arctic  Gar- 
dens and  you  have  mentioned  in  your  testimony  the 
fact  that  in  the  later  years  of  Arctic  Gardens,  it 
borrowed  money  directly  from  the  bank,  or  secured 
loans.  Did  that  involve  any  work  on  your  part  with 
those  loans? 

A.  Yes,  I  had  to  sign  warehouse  receipts,  and 
sign  them  over  to  the  bank,  and  every  time  we  re- 
leased merchandise,  the  warehouse  would  notify  the 
bank,  and  I  had  to  remit  or  go  to  the  bank  and 
clear  the  merchandise  of  the  trust  receipts.  There 
were  trust  receipts  that  entered  into  it,  and  I  had 
to  release  the  trust  receipts,  and  it  required  quite 
a  number  of  trips  to  the  bank. 

Q.  In  1949,  Arctic  Gardens,  as  I  understand  it, 
changed  its  name  to  Alpine  Ice  Cream  Company, 
and  acquired  the  Alpine  Ice  Cream  business.  Did 
you  at  that  time  have  any  discussion  with  Mr.  For- 
ster  as  to  compensation? 

A.  Yes,  I  asked  him  if  it  would  not  be  possible 
[3615]  to  continue  the  same  compensation  on  into 
the  Alpine  Ice  Cream  Company  and  he  approved  it. 

Q.     On  one  of  the  returns  for  Arctic  Gardens 
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that  has  been  introduced  here,  it  hears  this  ruhlxJ 
of  yours: 

"Prepared  from  the  books  without  audit."  or 
something  to  that  effect. 

Would  you  explain  how  that  came  about? 

A.  It  is  my  opinion  that  I  had  many  returns 
on  the  desk  and  reached  over  and  stamped  it  and 
signed  it  without  realizing  that  it  was  a  return  I 
was  the  principal  of. 

Q.  How  many  returns  would  you  prepare  each 
year  for  various  clients  altogether? 

A.  Oh,  I  would  probably  have  20  or  30  at  one 
time  that  I  would  be  working  on,  the  conclusions  on. 

Q.  What  is  the  fact  as  to  whether  or  not  those 
returns  in  general  were  prepared  from  information 
submitted  to  you?  A.     That  is  correct. 

Q.    They  were  generally  so  prepared? 

A.    Yes. 

Q.  Now,  there  has  been  testimony  in  this  case 
with  regard  to  Apex  Farms.  What  was  your  rela- 
tionship— first,  was  that  [3616]  a  separate  corpora- 
tion? A.     That  was,  yes. 

Q.  What  was  your  relationship  to  that  corpora- 
tion? 

A.  I  believe  I  was  acting  secretary  and  treas- 
urer of  that  corporation  also,  and  was — while  the 
original  idea  was  that  I  would  handle  the  ledger 
out  there,  but  Mr.  Keck  was  doing  a  masterful  job, 
and  I  couldn't  see  any  reason  for  interrupting  a 
good  thing,  so  I  worked  with  him,  and  he  handled 
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all  of  the  mechanics  of  the  business  out  there,  after 

the  consolidation. 

You  see,  there  was  consolidation  of  the  Blue  Rib- 
bon Dairy  and  Apex  Dairy  under  the  name  of  the 
Apex  Farms,  and  it  required  quite  a  little  account- 
ing to  consolidate  the  two  under  the  one  set  of 
books. 

Q.  Did  you  receive  any  extra  compensation  for 
that  consolidation? 

A.  No,  I  just  received  the  regular  fifty  dollars  a 
month  out  there. 

Q.     That  was  your  compensation  from  Apex  ? 

A.     Yes,  fifty  dollars  a  month. 

Q.  I  think  Mr.  Keck  recalled  it  was  sixty  dol- 
lars a  month,  but  that  was  not  correct? 

A.     That  is  not  so.  Fifty  dollars  was  the  fee. 

Q.  To  what  extent  did  you  participate  in  mak- 
ing out  of  the  income  tax  returns  for  Apex 
Farms? 

A.  Mr.  Keck,  as  a  rule,  completed  the  returns 
but  I  would  go  in  and  check  them  back  with  him, 
and  check  them  over.  We  had  one  period  that  was 
audited  by  the  Department,  and  they  made  a  num- 
ber of  changes  that  had  to  be  reflected  in  the  re- 
turns, and  my  memory  is  that  on  that  return,  after 
working  with  Mr.  Keck,  that  I  signed  the  return 
as  having  prepared  it  and  put  my  stamp  on  it. 

Q.  Is  that  the  one  testified  to  here  earlier  in 
this  case?  A.    Yes. 

Q.  Turning  now  to  Daisy  Ice  Cream:  where  was 
the  Daisy  Ice  Cream  Company,  or  store,  located  \ 
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A.  It  was  on  Florentia  Street  down  near  the 
Fremont  Bridge. 

Q.    Was  that  a  separate  corporation? 

A.  The  Daisy  Ice  Cream  Company  was  an  indi- 
vidual operation  operated  by  Mr.  F.  L.  Morris. 

Q.  And  was  it  Mr.  Morris  that  Mr.  Forster  ac- 
quired it  from?  A.     That  is  correct. 

Q.  Do  you  recall  approximately  when  Mr.  For- 
ster acquired  it?  [3618] 

A.  I  believe  in  1945,  but  I  wouldn't  say  for  cer- 
tain on  that.  It  kind  of  slipped  my  mind. 

Q.     It  might  have  been  '33 — or,   '4? 

A.     No,  I  don't  think  so. 

Q.  Irrespective  of  dates,  had  you  been  perform- 
ing any  service  for  Mr.  Morris  prior  to  the  time 
Mr,  Forster  acquired  the  business? 

A.  Yes,  I  was  keeping  profit  and  loss  and  kept 
his  general  ledger. 

Q.     You  were  doing  his  accounting  for  him? 

A.    Yes. 

Q.  What  did  you  do,  if  anything,  in  connection 
with  the  taking  over  of  this  business  by  Mr.  For- 
ster? 

A.  As  I  recollect  it,  I  performed  most  of  the 
operation  of  being  taken  over.  There  was  some  cash 
consideration,  and  a  note  given  for  the  balance  of 
the  sale,  and  I  believe  that  I  performed  all  of  the 
functions  of  that. 

Q.  You  did  all  of  the  accounting  work  in  that 
connection,  did  you? 

A.     Well,  the  accounting  work,  I  did  it;  helped 
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finish  the  sale  for  Mr.  Morris  and  Mr.  Forster. 

Q.  Now,  when  Mr.  Forster  took  over,  did  he 
bring  in  Mr.  Riig,  who  testified  here  earlier  in  this 
case? 

A.  Mr.  Riig  was  the  ice  cream  maker.  Mr.  Riig 
[3619]  was  the  ice  cream  maker  at  the  Daisy. 

Q.     Previously,  was  he  there? 

A.  Whether  he  worked  for  Mr.  Morris,  I  will 
not  say  for  certain,  but  he  was  the  ice  cream  maker 
that  Mr.  Forster  hired  there,  I  am  sure. 

Q.  Now,  was  there  any — was  there  a  conversa- 
tion between  yourself  and  Mr.  Forster  and  Mr.  Riig 
at  the  Daisy  store,  shortly  after  Mr.  Forster  took 
over  ?  A.    Yes. 

Q.  What  happened?  What  was  said,  and  what 
happened  ? 

A.  Well,  Mr.  Forster  had  me  pick  up  a  book  of 
deposit  slips  at  the  bank  and,  if  I  remember  right, 
Harold  Erickson  sent  in  a  daily  cash  report,  a 
group  of  them,  and  Mr.  Forster  and  I  went  to  the 
Daisy  plant,  and  I  showed  Mr.  Riig  how  to  make 
out  a  deposit,  and  how  to  make  out  these  daily 
sheets. 

Q.  Now,  at  the  time  was  there  anything  said 
as  to  what  Mr.  Riig  was  to  do  with  the  daily  sheets  ? 

A.  The  instructions  was  he  was  to  fill  out  the 
deposit  slips  and  send  them  in  to  the  Peoples  Bank, 
and  the  daily  sheets  were  to  be  completed  and 
mailed  to  Issaquah. 

Q.    Who  gave  those  instructions? 

A.     Mr.  Forster.  [3620] 
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Q.  Did  you  have  any  conversation  with  Mr.  For- 
ster  at  the  time  he  took  over  this  Daisy  Ice  Cream 
Company  as  to  the  conduct  of  the  future  accounting 
work  for  this  operation? 

A.  Yes,  I  asked  him  if  he  would  like  to  have 
me  continue  on  it,  and  he  said  he  thought  it  would 
be  a  little  easier  to  handle  it  at  Issaquah,  and  have 
Mr.  Erickson  handle  it  down  there. 

Q.  What  connection,  if  any,  did  you  have  with 
the  accounting  matters  of  the  Daisy  at  that  time? 

A.     I  had  none. 

Q.  Did  you  receive  any  fee  from  the  Daisy  or 
for  acting  for  the  Daisy  operation  after  that  time? 

A.     I  did  not. 

Q.  Did  Mr.  Forster,  after  taking  over  that 
Daisy  operation,  ever  ask  you  for  a  report  on  it? 

A.     Not  to  my  recollection. 

Q.  Did  you  ever  make  out  a  report  on  that  Daisy 
operation?  A.    I  did  not. 

Q.  Did  you  receive  copies  of  Mr.  Riig's  report 
that  you  say  was  sent  to  Issaquah  ?  A.     No. 

Q.  What  visit  did  you  make  after  that  time  to 
the  Daisy  plant?    [3621] 

A.  I  had  occasion  to  drop  by  there  two  or  three 
times.  I  bought  some  ice  cream,  and  our  offices  doing 
the  work  of  the  Daisy  Dairy  Store,  a  corner  store, 
in  the  building,  and  it  is  my  recollection  that  I 
went  by  and  picked  up  some  of  their  work  a  couple 
of  times  and  stopped  in  and  passed  the  time  of 
day  with  Mr.  Riig. 
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Q.  Did  you  ever  go  over  Mr.  Riig's  records  at 
any  time  a  Her  Mr.  Forster  took  over? 

A.     No,  I  did  not. 

Q.  Either  with  Mr.  Forster  present,  or  in  his 
absence?  A.     No,  I  did  not. 

Q.  From  time  to  time,  you  testified,  that  you 
were  an  officer  or  secretary  or  treasurer,  or  both, 
of  these  various  corporations.  How  did  it  happen 
that  you  became  an  officer  of  these  corporations? 

A.  I  believe  usually  to  please  Mr.  Forster  to 
fill  out  the  staff  of  his  organization,  qualifying 
shares,  and  just  to  furnish  signed  papers,  if  neces- 
sary, as  a  secretary. 

Q.  Did  you  have  any  financial  interest  in  any 
of  these  companies?  A.     I  did  not. 

Q.  Were  you  paid  anything  extra  above  your 
[3622]  accounting  fees  for  being  an  officer  of  these 
companies?  A.     No,  I  was  not. 

Q.  NowT,  there  was  some  testimony  with  regard 
to  Taylor  Brothers  Insurance  Company.  Did  you 
have  any  insurance  business  in  the  years  here  in 
question  ? 

A.  I  own  no  interest  in  an  insurance  business. 
My  brother  had  operated  an  insurance  business. 

Q.     That  was  your  brother  Jack  Taylor? 

A.     Jack  Taylor,  yes. 

Q.  And  did  you  receive  any  part  of  the  insur- 
ance premiums  that  he  earned? 

A.     I  did  not. 

Q.  Mr.  Taylor,  what  was  the  compensation  that 
you  received  in  the  years  1945  through  1949  from 
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all  of  the  companies,  businesses,  that  Mr.  Forster 

was  interested  in — average'? 

A.  I  believe  I  figured  it  up.  It  is  slightly  over 
$50  a  month. 

Q.  Does  that  include  the  few  hundred  dollars 
that  was  paid  on  your  Washington  Athletic  Club 
bill?        A.     Yes,  that  includes  everything. 

Q.  That  is  fifty  dollars  per  month  per  business, 
per  company?  A.     Yes. 

Q.  Would  you  state  what  the  facts  are  with 
[3623]  regard  to  the  adequacy  of  your  compensa- 
tion paid  to  you  during  these  years  by  these  com- 
panies, taken  as  a  group? 

A.  Well,  they — taking  an  average,  the  pay  was 
probably  a  little  on  the  low  side  of  being  adequate, 
but  it  was  all  right,  as  far  as  I  was  concerned. 

Q.  Was  it — did  the  adequacy  of  this  compensa- 
tion vary  for  the  different  companies,  taking  them 
individually? 

A.  Yes.  Some  required  more  time  than  others 
to  place  an  average  on  them  all. 

Q.  Now,  would  you  have  warranted  the  prevail- 
ing standards  of  fees  during  this  period  in  doing 
further  extensive  work  for  these  companies  for  the 
fees  you  were  receiving? 

A.  No,  I  would  not.  There  was  not  sufficient  for 
that. 

Q.  Mr.  Taylor,  was  Mr.  George  Kachlein  ever 
your  attorney?  A.    Yes,  he  was. 

Q.    When  did  he  first  become  your  attorney? 

A.     1948. 
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Q.     And  in  what  connection1? 

A.     Income  tax  examination.  [3624] 

Q.  Did  yon  ever  give  Mr.  Kachlein  any  author- 
ization to  represent  yon  before  the  Bureau  of  In- 
ternal Revenue? 

A.  Yes,  I  gave  him  a  jjower  of  attorney  to  rep- 
resent me  before  the  Treasury  Department. 

Q.  During  what  period  was  this  power  of  attor- 
ney in  effect? 

A.  From  some  time  in  1948  through  19 — Octo- 
ber, 1950. 

Q.  Did  Mr.  Kachlein  thereafter  become  an  at- 
torney for  Mr.  Forster?  A.     Yes. 

Q.  When  was  he  first  employed  as  an  attorney 
for  Mr.  Forster,  so  far  as  you  know? 

A.  The  best  of  my  recollection  I  turned  over 
the  minute  books  of  the  Finstad  and  Utgard  Com- 
pany in  September  or  October  of  1949. 

Q.  What  developed,  Mr.  Taylor,  from  the  in- 
vestigation of  your  own  personal  returns  by  the 
Treasury  Department  ? 

A.  I  was — I  pleaded  guilty  to  one  count  of  tax 
evasion. 

Q.  Well,  what  developed  first  in  that  investiga- 
tion? When  that — when  did  you  say  that  investiga- 
tion started?  [3625] 

A.     In  August,  1948. 

Q.  And  after  it  started  did  you  check  your  own 
returns?  A.     I  did. 

Q.    What  did  you  find? 
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A.  I  found  that  I  was  short  in  my  reporting  and 
called  Mr.  Kachlein  for  advice. 

Q.  What  position  did  you  take  as  to  your  short- 
age? 

A.  I  took  the  position  that  it  was  not  inten- 
tional, it  was  a  carelessness,  and  that  I  did  not  feel 
that  I  had  committed  any  fraud  intentionally. 

Q.  You  say  that  charges  were  filed;  were  they 
against  you? 

A.  I  don't  know  whether — when  you  refer  to 
it  as  charges  being  filed 

Q.  (Interposing) :  There  was  a  complaint,  or 
indictment,  or  information  against  you,  was  there, 
filed  as  an  outgrowth  of  this  investigation? 

A.  On  March  2nd,  1950,  Mr.  Kachlein  took  me 
to  Tacoma  and  apparently  the  charge  was  there  to 
be  offered  to  the  Grand  Jury,  I  believe.  That  is  the 
way  I  understand  it. 

Mr.  Obenour:  If  the  Court  please,  we  object  to 
this  testimony.  The  testimony  that  might  [3626]  be 
given,  I  believe,  would  follow  strictly  on  the  line 
of  any  conviction  without  details  as  to  the  manner 
in  which  it  was  handled. 

Mr.  LeSourd:  Well,  I  wasn't  trying  to  get  the 
details,  your  Honor,  but  to  lead  up  to  this  matter 
and  I  will  withdraw  that  question,  Mr.  Obenour. 

Q.  (By  Mr.  LeSourd)  :  Now,  did  you  receive 
any  advice  from  Mr.  Kachlein  as  to  how  you  should 
plead  in  your  own  case?  A.    Yes,  on 

Mr.  Obenour:  That  is  objected  to,  if  the  Court 
please.  It  is  strictly  the  matter  of  the  prior  record. 
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The  Court:  I  take  it  this  is  not  in  connection 
with  the  record  particularly. 

Mr.  LeSourd:  Oh,  no,  your  Honor.  We  are  not 
attempting  to  go  into  the  prior  matter  except  to 
give  a  general  background  of  these  events,  is  all. 

Mr.  Obenour:    We  withdraw  the  objection  then. 

A.  (Continuing)  :  On  March  2nd  when  we  went 
to  Tacoma  Mr.  Kachlein  advised  me  to  plead  guilty 
on  one  connt.  [3627] 

Q.  (By  Mr.  LeSourd) :  And  what  happened 
then  in  Tacoma? 

A.  I  pleaded  guilty  to  one  count  and  was  given 
a  few  days  to  come  before  the  judge  for  sentence. 

Q.  And  when  did  that  occur ;  when  did  you  come 
before  the  judge? 

A.     I  was  sentenced  on  May — on  April  25,  1950. 

Q.  Did  you  commence  serving  your  sentence  at 
that  time?  A.     Immediately,   yes. 

Q.  And  by  " immediately",  you  mean  that  very 
day?  A.     That  very  day. 

Q.     When  were  you  released  finally? 

A.     I  was  released  September  10,  1950. 

Q.  Mr.  Taylor,  do  you  recall  the  testimony  of 
Mr.  Marx  in  this  case  that  on  April  26,  1950,  the 
day  after  you  went  to  McNeil,  Mr.  Kachlein  stated 
to  Mr.  Marx  that  if  there  were  errors  in  Mr.  For- 
ster's  returns  they  were  undoubtedly  due  to  your 
sloppy  accounting? 

A.     I  remember  it  very  well. 

Q.  Did  Mr.  Kachlein  advise  you  before  you  went 
to  McNeil,  or  while  you  were  there,  that  he  [3628] 
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was  taking  a  position  on  behalf  of  Mr.  Forster  that 

was  adverse  to  you?  A.     He  did  not. 

Q.  Did  he  advise  you,  either  before  you  went  to 
McNeil  or  while  you  were  there,  that  there  was  any 
conflict  between  his  representation  of  Mr.  Forster 
and  his  representation  of  you? 

A.    He  did  not. 

Mr.  Obenour:  If  the  Court  please,  we  object  to 
leading  examination  on  this  matter  on  the  basis 
it  would  not  be  material  to  the  matter  here  in  issue. 

The  Court:  I  think  the  Court  already  ruled 
on  that  matter  and  would  overrule  the  objection. 

Mr.  Griffin :  That  is  the  reason  I  remained  silent. 
Your  Honor  ruled  on  this  matter  and  I  understood 
we  disposed  of  it  heretofore. 

Mr.  LeSourd:    That  was  my  understanding. 

The  Court:     Yes,  you  may  proceed. 

Mr.  LeSourd:  Was  my  last  question  answered, 
your  Honor? 

The  Court:  I  might  advise  the  Jury  in  this  con- 
nection so  that  you  will  understand:    [3629] 

Examination  on  this  line  was  suggested  earlier 
and  there  was  some  indication  of  objection  and 
the  Court  considered  the  matter  and  advised  coun- 
sel thnt  examination  into  this  very  subject  matter 
might  be  permitted  and  that  if  there  was  any  spe- 
cial objection,  of  course,  counsel  may  make  it  as 
to  form  of  question. 

Mr.  Griffin:  T  assume  our  general  exceptions  to 
your  Honor's  rulings  were  reserved  at  that  time? 

The  Court:    Yes,  whatever  the  record  shows. 
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You  may  proceed- 
Now,  Mr.  Reporter,  you  may  read  the  answer. 
(Whereupon,  preceding  answer  was  read  by 
the  reporter.) 

Q.  (By  Mr.  LeSourd) :  The  period  that  you 
were  at  McNeil  Island,  Mr.  Taylor,  did  Mr.  Kach- 
lein continue  to  perform  legal  services  for  you? 

A.     Yes,  he  did. 

Q.  What  were  the  nature  of  these  services ;  what 
was  the  nature  of  these  services? 

A.  He  filed  a  protest  with  the  Treasury  [3(530] 
Department  on  my  tax  liability  sometime,  I  be- 
lieve, in  May  of  1950. 

Q.  And  did  the — well,  now,  speaking  of  that  tax 
matter,  was  that  your  civil  tax  liability  you  are 
talking  about?  A.    Yes. 

Q.  Was  Mr.  Kachlein  still  handling  this  matter 
for  you  when  you  returned  to  Seattle  September  10, 
1950?  A.    Yes. 

Q.     How  long  did  he  continue  to  handle  it? 

A.     Until  October  27,  1950. 

Q.  Did  he  prepare  other  legal  services  for  you 
while  you  were  at  McNeil  Island? 

A.     Yes,  he  prepared  a  codicil  to  a  will. 

Q.     And  when  did  you  sign  that? 

A.    I  believe  that  was  in  June  of  1950. 

Q.  After  returning  from  McNeil  Island  did  you 
then  find  anything  else  with  regard  to  steps  taken 
by  Mr.  Kachlein  as  your  representative  while  you 
were  away?  A.     Yes. 

Mr.  LeSourd:    Will  vou  mark  this? 
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The  Clerk:  Defendants'  Exhibit  Number  A-74 
marked  for  identification.  [3631] 

(Defendants'  Exhibit  A-74  marked  for  iden- 
tification.) 

Q.  (By  Mr.  LeSourd) :  Handing  you  Defend- 
ants' Exhibit  A-74,  for  identification,  can  you  state 
what  that  is? 

A.  This  is  a  memorandum  for  file  given  to  Mr. 
Benedict  and  Mr.  Slater,  two  men  doing  account- 
ing work  in  my  office.   It  is  dated  June  28,  1950. 

Q.     How  did  you  receive  it? 

A.  It  was  turned  over  to  me  by  Mr.  Slater,  if  I 
remember  correctly. 

Q.  It  bears  whose  signature,  Mr.  Taylor,  or 
what  initials? 

A.     It  bears  the  initials  of  G.  F.  K. 

Mr.  Obenour:  We  object,  if  the  Court  please,  as 
not  properly  identified. 

The  Court:  I  will  look  at  it  when  Counsel  have 
finished. 

Mr.  Griffin :  Subject  to  the  general  objection  to 
this  line  of  testimony  I  have  no  objection  to  this 
exhibit  and  T  am  willing  to  stipulate  this  is  a — that 
G.  F.  K.  is  George  F.  Kachlein — memorandum  to 
Mr.  Taylor's  office. 

Mr.  Obenour:    We  will  withdraw  objection. 

Mr.  LeSourd:    T  will  offer  it,  your  [3632]  Honor. 

The  Court:     There  is  no  objection  then? 

Mr.  Griffin  :     No  objection. 

Mr.  Keesling:    No  objection. 

The  Court :    A-74  is  admitted. 
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(Defendants'  Exhibit  A-74  admitted  in  evi- 
dence.) 

Mr.  LeSourd:    May  I  read  it? 

The  Court:  When  I  say  "no  objection,"  that  is 
no  specific  objection. 

Mr.  Griffin :    No,  your  Honor. 

Mr.  LeSourd:    May  I  read  it? 

The  Court:    You  may  read  it. 

Mr.  LeSourd:    "Memorandum  for  File. 

"Re:    L.  Hicks  Taylor. 

"Mr.  Benedict  and  Mr.  Slater  ..." 

Q.  (By  Mr.  LeSourd) :  By  the  way,  who  are 
Mr.  Benedict  and  Mr.  Slater? 

A.  They  were  men  associated  with  me  in  my 
office  in  the  accounting  business. 

Mr.  LeSourd:  "Mr.  Benedict  and  Mr.  Slater 
contacted  me  Wednesday  afternoon,  June  28,  with 
respect  to  the  question  as  to  whether  or  not  collec- 
tions made  for  work  performed  subsequent  to  May 
1,  [3633]  1950,  should  be  divided  two-thirds  to  the 
accountant  and  one-third  to  Hicks  Taylor. 

"As  a  temporary  arrangement  pending  Mr.  Tay- 
lor's return,  it  was  agreed  that  collections  on  all 
accounts  for  services  rendered  subsequent  to  May  1, 
1950,  would  be  retained  100%  by  the  accountant 
and  those  accountants  who  used  the  office  of  L. 
Hicks  Taylor  &  Company  would,  upon  Mr.  Taylor's 
return  to  Seattle,  work  out  an  arrangement  whereby 
they  would  make  reasonable  compensation  for  the 
use  of  said  space. 

"As  this  is  but  a  temporary  measure  pending  Mr. 
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Taylor's  return,  all  matters  will  be  subject  to  ad- 
justment upon  his  return. 

"GhF.K." 

Q.  (By  Mr.  LeSourd) :  While  you  were  at  Mc- 
Neil Island,  Mr.  Taylor,  did  you  receive  any  letters 
from  your  wife  indicating  that  Mr.  Taylor— excuse 
me,  Mr.  Kachlein — was  performing  further  legal 
services  for  you  and  herself? 

Mr.  Griffin:  Object  to  the  form  of  that  question 
as  leading  and  not  the  best  evidence. 

Mr.  LeSourd:    It  is  preliminary,  your  Honor. 

The  Court:  The  question  is  whether  Mrs.  Tay- 
lor  ■ 

Mr.  LeSourd:  (Interposing)  Whether  Mr.  Tay- 
lor received  letters  at  McNeil  Island  relating  to 
legal  services.  A.     Yes,  I  did. 

The  Court :  It  is  a  preliminary  question.  I  think 
the  objection  may  be  overruled.  It  is  leading,  of 
course. 

Mr.  Griffin:  That  isn't  the  point,  if  the  Court 
please.  He  puts  in  the  witness'  mouth  the  contents 
of  the  letter,  the  letter  not  being  in  evidence.  I 
don't  know  if  it  will  ever  get  in  evidence.  Did 
he  receive  a  letter  from  his  wife?   Yes. 

The  Court:  I  think  probably  the  question  inas- 
much as  it  contained  the  nature  of  the  letter,  objec- 
tion to  it  might  be  sustained.  If  you  wish  to  restate 
the  question,  you  may,  Mr.  LeSourd. 

Q.  (By  Mr.  LeSourd) :  Did  you  receive  letters 
from  your  wife  while  you  were  at  McNeil  Island? 

A.    Yes. 
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The  Clerk:  Defendants'  Exhibit  Number  A-75 
marked  for  identification. 

(Defendants'  Exhibit  A-75  marked  for  iden- 
tification.) [3635] 

Q.  (By  Mr.  LeSourd) :  Handing  you  Defend- 
ants' Exhibit  A-75,  for  identification,  can  you  tell 
us  what  that  is? 

A.  This  is  a  letter  from  my  wife.  I  don't  quite 
spot  the  date  here.  It  is  marked  Tuesday  evening. 

Q.  I  don't  believe  it  is  dated.  Do  you  know,  in 
general,  about  when  that  was  received? 

A.     I  would  think  in  August. 

Q.    You  are  not  sure  of  the  exact  date? 

A.     No,  I  am  not. 

Q.  But  it  was  during  the  time  you  were  there  at 
McNeil?  A.     That  is  right, 

(Whereupon,  there  was  a  brief  pause.) 

Mr.  LeSourd:  I  will  offer  Defendants'  Exhibit 
A-75. 

Mr.  Griffin:  Objected  to  as  incompetent,  irrele- 
vant and  immaterial;  self-serving. 

Mr.  Moriarty:    I  join  in  the  objection. 

Mr.  LeSourd:  If  your  Honor  please,  of  course, 
the  proof  of  the  facts  therein  stated  will  have  to 
await  Mrs.  Taylor's  testimony  but  I  desire  to  show 
this  as  a  part  of  Mr.  Taylor's  testimony  to  indicate 
the  information  that  was  brought  to  his  [3636]  at- 
tention and  being  the  basis  of  his  reliance  during 
this  period  on  Mr.  Kachlein. 

Mr.  Griffin:  That  doesn't  change  the  objection 
to  the  document. 
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(Whereupon,  there  was  a  brief  pause.) 

The  Court :  The  Court  will  sustain  the  objection 
at  this  time,  Mr.  LeSourd. 

Mr.  LeSourd:  We  have  a  series  of  these  letters, 
your  Honor,  all  of  which  I  will  have  identified  by 
this  witness  and  all  of  which  we  think  are  material 
at  this  time  for  this  same  purpose,  which  is  one  of 
the  items  outlined  in  my  memorandum  to  the 
Court  to  indicate  the  basis  for  Mr.  Taylor's  reli- 
ance on  Mr.  Kachlein  in  leading  up  to  a  later  series 
of  events. 

The  Court:  As  I  understand,  these  letters  are 
offered  primarily  to  show  Mr.  Kachlein  was  repre- 
senting Mr.  Taylor. 

Mr.  LeSourd:  That  is  right,  all  this  series  now 
deals  with  that.  That  is  correct.  That  is,  primarily 
to  show  that  Mr.  Taylor  had  received  this  informa- 
tion. The  fact  that  he  received  the  information  is 
relevant  at  this  time. 

The  Court:  Well,  of  course,  he  has  testified  he 
has.  [3637] 

Mr.  LeSourd:    Yes. 

The  Court:  Now,  it  may  be  that  later  it  could 
be  material.  I  don't  know  that  it  would  merely 
serve  to  verify  his  oral  testimony. 

Mr.  LeSourd:  He  hasn't  testified  to  the  nature 
of  the  information  furnished  him.  There  was  ob- 
jection made  along  that  line,  that  the  letters  were 
the  best  evidence,  and  I  could  ask  him  orally  about 
eacb  of  these  as  to  the  information  furnished  to 
him,  but  here  we  have  the  letters  which  themselves 
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spoak   for   what   information   was   brought   to   his 

attention. 

The  Court:  The  sole  purpose  is  that  he  received 
letters  and  would  serve  to  indicate  that  Mr.  Kach- 
lein  was  representing  him? 

Mr.  LeSourd:    Was  continuing,  yes. 

The  Court:  But  I  don't  know  what  the  objection 
may  be.  If  you  wish  to  ask  a  further  question  about 
letters  received  here,  you  may  do  so,  and  if  objec- 
tion is  made  the  Court  will  have  to  rule  on  it  but 
at  this  time  the  Court  will  sustain  objection  to  the 
letters  for  that  purpose. 

Mr.  LeSourd:  Well,  your  Honor,  I  will  have 
all  these  identified  in  turn. 

Mr.  Griffin:    Separately?  [3638] 

Mr.  Moriarty:  Can  they  be  marked  as  one  ex- 
hibit, Mr.  LeSourd? 

Mr.  LeSourd:     Yes,  we  can. 

Mr.  Moriarty:    We  have  quite  a  bulk  already. 

Mr.  LeSourd:    Yes,  that  is  right,  we  do. 

The  Court:  They  all  serve  the  same  purpose, 
Mr.  LeSourd? 

Mr.  LeSourd:    This  group,  yes. 

Mr.  Moriarty:  I  suggest  they  be  marked  75- A, 
B,  C,  D,  if  you  wish  to  go  into  that,  all  as  one 
exhibit. 

The  Court:  If  marked  as  one  they  are  not  sub- 
divided unless  there  is  some  distinction  necessarily 
among  the  letters. 

Mr.  LeSourd:    I  think  perhaps  they  can  be  sim- 
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ply  stapled.   I  have  already  asked  questions  about 

A-75. 

The  Clerk:  Defendants'  Exhibit  Number  A-76 
marked  for  identification. 

(Defendants'  Exhibit  A-76  marked  for  iden- 
tification.) 

Q.  (By  Mr.  LeSourd) :  Mr.  Taylor,  handing 
you  Defendants'  [3639]  Exhibit  A-76,  for  identi- 
fication, can  you  state  what  those  are? 

A.  These  are  letters  from  my  wife  dated  May 
25th,  and  May 

Q.  Let's  refer  to  them  by  the  first  sheet  and 
second  sheet  and  give  the  date. 

A.  The  first  sheet  at  the  heading  is  marked 
Thursday  Night,  May  15th;  the  second  sheet  is 
marked  Sunday  Night,  May  28th,  1950.  The  third 
sheet  is  Tuesday  evening. 

Q.  Is  there,  on  that  third  sheet  is  there  a  date 
on  the  back  of  the  sheet,  a  received  stamp? 

A.  "Received  June  10th,  Federal  Prison  Camp." 
The  next  letter  is  dated  June  15th;  and  the  next 
letter  is  dated  Wednesday  Night,  June  21st;  and 
the  next  letter  is  Tuesday  Night,  August  29,  1950. 

Q.  These  were  all  received  by  you  while  you 
were  at  McNeil  Island?  A.     Yes,  sir. 

Q.  Were  you — what,  if  anything,  were  you  ad- 
vised by  letters  during  the  summer  as  to  continu- 
ing legal  services  by  Mr.  Kachlein? 

Mr.  Griffin:  Objected  to  as  incompetent,  irrele- 
vant and  immaterial  and  not  the  best  evidence  and 
hearsay,  [nrjioi 
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Mr.  LeSourd:  It  is  not  hearsay,  your  Honor.  It 
is  offered  to  show  that  he  received  such  advice. 

The  Court:    Objection  overruled. 

A.  I  received  letters  from  my  wife  informing  me 
that  Mr.  Kachlein  had. 

Mr.  Griffin:    Just  a  moment,  if  the  Court  please. 

The  Court:    Just  a  moment. 

Mr.  Griffin:  That  is  the  very  basis  for  the  ob- 
jection. 

The  Court:  The  question  is  "yes"  or  "no"  and 
he  said  "yes." 

Mr.  LeSourd:    All  right. 

Q.  (By  Mr.  LeSourd) :  And  what  information 
did  you  receive  concerning  this  matter? 

Mr.  Griffin:    Objected  to  as  incompetent. 

The  Court:     Objection  sustained. 

Mr.  LeSourd:  If  your  Honor  please,  I  feel  that 
the  fact  that  he  received  this  information — it  is 
not  offered  by  this  witness  as  to  the  truth  of  the 
fact  but  this  witness  should  be  able  to  testify  he 
was  advised  that  Mr.  Kachlein  was  continuing  to 
act  on  various  legal  matters  for  Mr.  and  Mrs.  Tay- 
lor [3641]  as  a  basis  for  his  belief. 

The  Court:  He  testified  he  received  letters  and 
he  testified  they  were  from  Mrs.  Taylor.  I  think 
that  is  as  far  as  it  can  go.  If  it  should  develop  that 
there  is  some  dispute  or  challenge  to  that,  I  believe 
it  may  be  possible  that  it  may  be  material  but  be- 
yond that — as  a  matter  of  fact,  I  don't  believe  there 
is  anything  competent  or  material  in  that  corre- 
spondence  


1608  Hans  Forster  vs. 

(Testimony  of  L.  Hicks  Taylor.) 

Mr.  Griffin:  (Interposing)  If  the  Court 
}  (lease 

The  Court:  And,  of  course,  it  isn't  the  best  evi- 
dence. 

Mr.  Griffin:  Having  read  the  one  letter,  I  as- 
sume the  others  are  the  same. 

Mr.  LeSourd:    You  can  read  them. 

Mr.  Griffin:  I  am  willing  to  stipulate  that  Mr. 
Kachlein  represented  Mr.  Taylor  down  to  October 
27,  1950,  at  which  time  he  called  you  to  his  office 
to  represent  Mr.  Taylor. 

Mr.  LeSourd:  I  am  certainly  willing  to  show 
that  stipulation,  your  Honor,  as  long  as  it  is  under- 
stood that  by  such  a  stipulation  I  am  not  in  any 
way  prevented  the  showing  by  proper  testimony  in 
this  ease.  [3642] 

Mr.  Griffin:  There  will  be  no  objection  on  my 
part  to  any  questions  to  Mr.  Taylor  as  to  what  Mr. 
Taylor  knows,  or  to  Mrs.  Taylor  for  what  she 
knows. 

The  Court:    You  accept  the  stipulation  then? 

Mr.  LeSourd :    With  that  reservation,  yes,  sir. 

The  Court:  I  take  it  any  questions  that  are 
proper  wouldn't  be  barred  anyway. 

Mr.  LeSourd:    Yes,  very  well. 

The  Court:    The  stipulation  may  show. 

Mr.  LeSourd:    May  I  have  this  marked,  please? 

The  Court:    Is  that  another  letter? 

Mr.  LeSourd :  This  is  dealing  with  another  situ- 
ation, yes.  sir. 
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The  Clerk:  Defendants'  Exhibit  Number  A-TT 
marked  for  identification. 

(Defendants'  Exhibit  A-77  marked  te  iden- 
tification.) 

Q.  (By  Mr.  LeSourd):  Handing  yon  Defend- 
ants' Exhibit  A-77.  for  identification.  Mr.  Taylor, 
Would  you  state  what  that  is  ?  [3»S43] 

A.  This  is  a  Letter  from  my  wife  dated  Thurs- 
day Night,  Alienist  17,  1950. 

O.     Received  bv  you  at  McNeil  Island  ? 

A.     Received  by  me  at  McNeil  Island. 

Mr.  LeSourd:  While  they  are  examining  that  I 
will  ask  a  question: 

Q.  (By  Mr.  LeSourd):  Was  any  information 
Brought  to  your  attention  while  you  were  at  McXeil 
Island  concerning  steps  which  your  brother  Jack 
was  taking  ?  A.     Yes,  there  was. 

Q.  And  was  that  brought  to  your  attention  by 
this  letter  you  have  just  identified  ? 

A.     That  is  correct. 

Whereupon,  there  was  a  brief  pause.") 

Mr.  LeSourd:  I  will  offer  Defendants'  Exhibit 
A-77.  if  the  Court  please. 

Mr.  Griffin:  Objected  to  as  incompetent,  irrele- 
vant and  immaterial  and  hearsay  and  self-serving 
and  the  same  objection  as  to  the  other  letters  in 
which  I  stipulated  away  the  necessity  for  them. 

Mr.  LeSourd :  This  one,  if  your  Honor  pie;  -  . 
is  in  a  different  category. 

The  Court:     I  am  inclined  to  sustain  the  objec- 
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tion  but  I  might  read  it  over  and  then  hear  [3644] 

from  you  at  recess  if  you  wish. 

Mr.  LeSourd :    Yes,  your  Honor. 

My  next  series  of  questions — I  will  go  ahead  and 
introduce  these  others  and  we  can  consider  them 
as  a  series,  if  the  Court  please. 

The  Court :    All  right. 

The  Clerk:  Defendants'  Exhibit  Number  A-78 
marked  for  identification. 

(Defendants'  Exhibit  A-78  marked  for  iden- 
tification.) 

Q.  (By  Mr.  LeSourd) :  Mr.  Taylor,  upon  re- 
ceiving information  concerning  certain  steps  being 
taken  by  your  brother  Jack,  what  did  you  do? 

A.  I  immediately  got  permission  to  write  an 
added  letter  to  my  brother. 

Q.     To  your  brother? 

A.  Well,  I  will  correct  it.  My  mail  could  only 
go  to  my  sister  for  my  brother  and  sister.  We  were 
allowed  three  letters  a  week  and  they  must  be  ad- 
dressed to  the  same  party. 

Q.  Handing  you  Defendants'  Exhibit  A-78,  I 
believe  it  is,  would  you  state  what  that  is? 

A.  That  is  my  letter  to  Anna  S.  M.  Taylor,  my 
sister,  on  a  business  permit  from  the  Island.  [3645] 

Q.     What  is  the  date  of  it? 

A.    August  21,  1950. 

Q.  What  was  the  fact  with  respect  to  where 
your  sister  Anna  lived  and  your  brother  Jack? 

A.     They  lived  together  at  102  North  Broadway. 
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The  Clerk:  Defendants'  Exhibit  Number  A-79 
marked  for  identification. 

(Defendants'  Exhibit  A-79  marked  for  iden- 
tification.) 

Q.  (By  Mr.  Taylor) :  Did  you  receive  any  re- 
ply to  your  letters?  A.    Yes,  I  did. 

Q.  Handing  you  Defendants'  Exhibit  A-79  for 
identification,  I  will  ask  you  what  that  is. 

A.  This  is  a  letter  from  my  sister,  dated  August 
24,  1950. 

Q.     Is  that  in  reply  to  the  letter 

A.  (Interposing)  That  is  in  reply  to  the  one  I 
just  spoke  of. 

(Whereupon,  there  was  a  brief  pause.) 

Mr.  LeSourd:  At  this  time  I  will  offer  Defend- 
ants' Exhibits  A-78  and  A-79,  your  Honor,  and  we 
can  present  that  matter  at  recess.  It  is  in  connec- 
tion with  the  other  letters. 

The  Court:    All  right.   It  is  objected  [3646]  to? 

Mr.  Griffin:    Yes,  your  Honor,  same  objection. 

The  Court:  All  right  then,  at  this  time,  Mr.  Le- 
Sourd, do  you  want  to  ask  more  questions  or  recess  ? 

Mr.  LeSourd:  It  might  be  better  to  recess  and 
preserve  the  continuity. 

The  Court :    All  right. 

Ladies  and  Gentlemen  of  the  Jury: 

AYe  will  now  take  the  mid-afternoon  recess  and 
the  Court  calls  your  attention  to  the  admonition 
and  asks  that  you  heed  it  now. 

Before  we  do  that,  you  have  no  more  along  that 
line? 
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Mr.  LeSourd:  No,  your  Honor,  it  covers  one  set 
of  facts. 

The  Court :  The  recess  may  be  a  bit  longer  than 
otherwise  because  of  the  argument  on  evidence. 

You  may  now  be  excused. 

(Whereupon,  the  Jury  retired  from  the 

courtroom.)   [3647] 
*  *  *  *  * 

The  Court:    You  may  proceed,  Mr.  LeSourd. 

Q.  (By  Mr.  LeSourd) :  Mr.  Taylor,  were  you 
visited  by  Revenue  Agents  while  you  were  at  Mc- 
Neil Island?  A.     Yes. 

Q.    When  was  this? 

A.     September  6,  1950. 

Q.     And  who  was  there?  Who  came  over? 

A.     Mr.  Eppler,  Mr.  Marx  and  Mrs.  Stokie. 

Q.    What  did  they  want? 

A.  The  first  statement,  I  believe,  that  Mr.  Epp- 
ler made  was  that  from  the  records  obtained  to  date 
that  Mr.  Hans  Forster — Issaquah  Creamery  had 
disj)layed  over  one  million  dollars  unreported  in- 
come and  wanted  to  know  if  I  wanted  to  make  a 
statement. 

Q.  What  happened,  Mr.  Taylor,  at  that  time? 
What  did  you  do? 

A.  It  rather  floored  me  for  the  minute.  I  hadn't 
realized  any  such  situation  could  have  possibly  ex- 
isted; and  I  had  discussed  the  visit  without  any 
knowledge  from  anybody — discussed  the  visit  with 
Mr.  Kildahl  and  he  said 

Q.     (Interposing)  Who  was  Mr.  Kildahl?  [3659] 
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A.  I  might  explain:  Mr.  Kildahl  is  the  proba- 
tion officer  at  McNeil  Island  Prison  Farm.  Mr.  Kil- 
dahl  

Mr.  Griffin:  Just  a  moment.  We  can't  get  into 
this  discussion  with  Mr.  Kildahl. 

Q.  (By  Mr.  LeSourd)  :  Tell  us  just  what  the 
Agents  wanted  from  you. 

A.  They  asked  me  for  a  statement  and  they  had 
all  the  books  and  records,  I  believe,  of  all  these 
companies  with  them,  a  large  pile  of  stuff  with 
them. 

Mr.  Griffin:  If  the  Court  please,  I  think  per- 
haps I  am  in  error.  Mr.  Taylor  is  a  Defendant 
here.  I  assume  we  reach  the  stage  here  where  I  am 
going  to  be  clear  about  this  thing.  I  am  in  error 
in  objecting  to  that  question  as  to  what  the  parole 
officer  said  to  him.  If  it  is  material  to  the  Defend- 
ant's case,  I  think  an  instruction  to  the  Jury  that 
it  is  hearsay  so  far  as  the  Defendant  Forster  is 
concerned 

The  Court:  (Interposing)  I  don't  believe  you 
are  asking  for  it,  are  you? 

Mr.  LeSourd:     No. 

Mr.  Griffin:    He  withdrew  it  on  my  objection. 

The  Court:  The  question  is  if  you  want  to  pur- 
sue it. 

Mr.  Griffin:  So  far  as  Taylor's  defense  is  con- 
cerned. I  am  entitled  to  an  instruction  to  the  Jury 
as  to  the  limitation. 

Mr.  LeSourd :  I  wasn't  pursuing  that  anyway.  I 
was  trying  to  get  at  what  was  done. 
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Mr.  Griffin:    All  right. 

Q.  (By  Mr.  LeSourd) :  You  mentioned  these 
papers  and  the  records  they  had.  Was  anything 
said  in  regard  to  your  working  papers'? 

A.  They  told  me  that  they  had  my  working  pa- 
pers there.  They  had  obtained  them  that  morning, 
if  I  remember  rightly. 

Q.  When  you  went  to  McNeil  Island  what  did 
you  do  with  your  working  papers? 

A.  Just  before  I  left,  probably  a  week  or  two 
before,  I  very  carefully  arranged  all  my  working 
papers  and  ledgers  of  past  years  in  cartons  and 
did  it  very  carefully  so  that  working  papers  and 
ledgers  would  tie  together  and  took  them  to  the 
Issaquah  Office  of  the  Issaquah  Creamery  and 
placed  them  on  shelves  there  so  that  they  could 
be  reviewed  readily. 

Q.  Was  anything  said  at  that  time  when  [3661] 
you  took  them  there  with  regard  to  how  long  they 
would  be  there? 

A.     My  understanding  was 

Mr.  Griffin :    Just  a  moment. 

Q.     (By  Mr.  LeSourd):    Was  anything  said? 

A.  They  would  be  there  ready  for  me  when  I 
returned. 

Q.  Bid  Mr.  Kachlein  ever  communicate  with 
you  with  regard  to  releasing  your  working  papers 
to  the  Government?  A.     He  did  not. 

Q.  Bid  you  ever  advise  Mr.  Kachlein  of  your 
will  illness  to  waive  privilege  in  regard  to  them, 
Mr.  Taylor?  A.    I  did  not. 
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Q.  Did  you  give  any  statement  to  the  Agents 
on  this  visit? 

A.  I  addressed  Mr.  Eppler  in  this  way.  I  said, 
"Mr.  Eppler,  I  would  not  care  to  make  a  statement 
without  legal  counsel  present";  and  he  immediately 
said,  "Who  is  your  lawyer?";  and  I  said,  "Mr. 
George  Kaehlein";  and  the  reply  was,  "Oh." 

Q.    And  what  happened  after  that? 

A.  I  was  so  disturbed  and  mixed  up  on  it  I  got 
up  and  left  the  room.  [3662] 

Q.  Was  any  information  brought  to  you  prior 
to  your  leaving  McNeil  Island  concerning  an  ap- 
pointment with  Mr.  Kaehlein? 

A.  Yes.  My  wife  visited  me — I  will  change  that 
— my  wife  told  me  when  I  came  out,  the  Sunday 
she  picked  me  up  that  she  had  an  appointment  for 
Wednesday  morning  with  Mr.  Kaehlein,  the  follow- 
ing Wednesday. 

Q.     Do  you  recall  the  date  of  that  appointment? 

A.  That  would  have  been  the  13th;  the  morning 
of  the  13th. 

Q.     Of  what  month?  A.     Of  September. 

Q.     1950?  A.     1950. 

Q.  By  the  way,  when  you  returned  from  Mc- 
Neil Tshmd,  what  date  were  you  released? 

A.     The  10th. 

Q.     Of  September?  A.    Yes. 

Q.  And  when  you  returned  did  you  find  any 
communication  from  Touche,  Niven,  Bailey  and 
Smart  awaiting  you? 
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A.  Yes,  I  found  a  communication  dated  Sep- 
tember 8,  1950.  [3663] 

Q.  Is  that  the  letter  that  has  been  introduced  in 
evidence  here  suggesting  you  come  down  and  review 
their  report?  A.    That  is  correct. 

Q.    Did  you  respond  to  that  letter? 

A.    I  did  not. 

Q.    Why  not? 

A.  I  felt  that  if  anyone  should  talk  to  me  about 
this  situation  it  should  be  either  Mr.  Kachlein  or 
Mr.  Forster  personally,  not  some  outside  organi- 
zation. 

Q.  Did  you  go  to  Mr.  Kachlein's  office  on  Sep- 
tember 13,  1950?  A.     We  did. 

Q.    Who  was  present? 

A.     Mr.  Kachlein,  Mrs.  Taylor  and  myself. 

Q.     What  occurred  at  that  meeting? 

A.  We  discussed  many  things  but  Mr.  Kachlein 
was  extremely  anxious  that  my  wife  and  I  get 
started  on  our  trip.  We  had  planned  a  trip  for  one 
month. 

Q.  Was  any  mention  made  of  the  length  of  time 
yon  would  be  away? 

A.  The  desire  was  that  we  be  away  for  at  least 
thirty  days  and  was  cautioned  not  to  make  a  [3664] 
statement  to  the  Revenue  Agents. 

Q.     You  say  yon  were  cautioned  not  to  make  a 

statement?  A.     Yes. 

Q.     By  whom?  A.     Mr.  Kachlein. 

Q.     Was  any  mention  made  bv  Mr.  Kachlein  of 
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any  conflict  between  his  representation  of  Mr.  For- 

Iter  and  of  you?  A.     There  was  not. 

Q.    What  happened  after  this  meeting? 

A.  My  wife  and  I  returned  to  our  home  and 
prepared  and  left  on  our  trip  on  Friday  morning. 

Q.  Did  the  Agents  try  to  see  you  before  you 
left? 

A.  If  my  recollection  is  correct,  on  Tuesday  the 
12th  Mr.  Marx  and  Mr.  Eppler  were  in  my  office 
in  the  Textile  Tower;  I  believe  in  the  morning — in 
the  afternoon 

Q.  (Interposing)  This  is  the  day  before  you  saw 
Mr.  Kachlein? 

A.  The  day  before  we  saw  Mr.  Kachlein.  I 
might  be  wrong  on  the  dates  but  I  don't  believe  so, 
and  I  think  in  the  afternoon — May  I  correct  that 
date?  I  believe  it  was  the  day  following  we  saw 
Mr.  [3665]  Kachlein  that  Mr.  Eppler  and  Mr.  Marx 
came  to  our  home.  I  was  in  the  basement  and  I 
believe  our  cleaning  lady  was  making  so  much  noise 
with  the  vacuum  cleaner  that  nobody  heard  the 
door,  or  heard  the  bell.  I  happened  to  see  the  car 
back  out  of  the  driveway.  That  is  the  reason  I 
knew  they  were  there,  and  I  had  an  appointment 
with  my  sister  to  go  and  see  her  and  I  understand 
that  Mr.  Marx  and  Mr.  Eppler  had  talked  to  her 
just  shortly  before  I  got  there. 

Q.     Now,  when  did  you  leave  on  your  vacation? 

A.     The  next  morning  at  seven  o'clock. 

Q.    And  when  did  you  return? 

A.     The  15th  of  October,  1950. 
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Q.  And  what — did  you  talk  to  Mr.  Kachlein 
then? 

A.  It  is  my  recollection  that  I  phoned  Mr.  Kach- 
lein  the  evening  of  the  16th  and  he  requested  me 
to  come  to  his  office  the  next  day  and  I  believe  on 
the  phone  he  said  something  that  he  would  either 
have  to  take  my  case  or  Mr.  Forster 's  case. 

Q.     Did  you  go  to  his  office  then? 

A.  I  went  to  his  office  the  next  morning  and  he 
explained  his  position  and  I  approved  the  change. 
Mr.  Kachlein  wondered  who  I  wanted  to  employ 
and  [3666]  I  signified  that  I  did  not  particularly 
have  anybody  in  mind  and  he  took  the  telephone 
book  from  the  desk  and  referred  to  a  number  of 
different  ones  and  I  had  had  a  previous  recom- 
mendation of  the  gentleman  I  hired  so  that  was  the 
man  that  was  called,  Mr.  LeSourd,  and  he  came 
to  the  office  of  Mr.  Kachlein  and  agreed  to  take 
my  case. 

Mr.  LeSourd:  If  the  Court  please,  subject  to 
our  understanding  as  to  our  right  to  recall  Mr. 
Taylor  for  the  purpose  of  the  items  which  your 
Honor  has  tentatively  ruled  on,  at  this  time,  we 
rest. 

The  Court :    You  mean  you  complete  your  direct  ? 

Mr.  LeSourd:  Not  rest,  we — they  may  examine, 
yes. 

The  Court:  Yes.  It  is  understood  the  Court  will 
consider  that  matter  at  a  later  date. 

Mr.  LeSourd:    Yes,  your  Honor. 

The  Court:    Mr.  Moriarty? 
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Mr.  Moriarty:  Mr.  Obenour  will  conduct  the 
cross-examination. 

Cross  Examination 

Q.  (By  Mr.  Obenour) :  Mr.  Taylor,  do  you  re- 
call the  opening  statement  of  Counsel  at  the  start 
of  this  trial  %  [3667] 

A.     By  "Counsel",  may  I  ask 

Q.  (Interposing)  :  Do  you  recall  the  statement 
of  Mr.  LeSourd  that  there  was  a  reasonable  amount 
of  undisclosed  income  of  Mr.  Forster  and  the  Issa- 
quah  Creamery  upon  which  there  is  a  tax  due? 

A.    Yes. 

Q.     Do  you  agree  with  that  statement? 

A.     From  the  evidence  here,  it  is  apparent. 

Q.  Do  you  recall  the  statement  of  Mr.  Griffin 
in  the  opening  statement  that  there  was  tax  due,  and 
that  it  was  only  a  question  of  who  did  it? 

A.    Yes,  I  remember  the  statement. 

Q.     Do  you  agree  with  that  statement? 

Mr.  LeSourd:  I  will  object  to  this  testimony, 
your  Honor.  It  seems  to  me  it  is  not  proper  cross- 
examination. 

The  Court:    Well,  it  would  appear  to  be 

Mr.  LeSourd  (Interposing) :  It  calls  for  a  con- 
clusion of  this  witness. 

The  Court:  In  what  manner  are  you  asking 
the  questions,  Mr.  Obenour ;  whether  he  agrees  with 
Mr.  LeSourd  or  Mr.  Griffin? 

Mr.  Obenour:  Yes,  sir;  whether  he  agrees  with 
Mr.    Griffin's    opening   statement   to    the    jury,    at 
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which  time  he  declared  it  was  only  a  question  of 

who  did  it.  [3668] 

The  Court:  Well,  the  form  of  the  question  the 
Court  will  sustain  an  objection  to.  The  matter  may 
be  in  some  other  way  material,  but  not  proper  in 
the  way  you  are  approaching  it. 

Q.  (By  Mr.  Obenour  continuing) :  Did  you 
hear  Mr.  Holtberg's  testimony  as  to  his  computa- 
tions on  exhibits  278,  279  and  280,  the  net  worth 
computation  of  Mr.  Forster,  and  the  specific  item 
computation  of  Mr.  Forster,  and  the  specific  item 
computation  for  Issaquah  Creamery  Company  and 
the  taxes  due  thereon1? 

A.  I  remember  the  schedule,  but  I  don't  remem- 
ber the  amount. 

Q.  Do  you  want  to  refresh  your  recollection  as 
to  the  amounts  of  those  exhibits? 

A.    Well,  do  you  want  to  question  me  on  them? 

Q.     I  will  ask  you 

A.     (Interposing):    Was  that  it? 

Mr.  LeSourd:  Just  a  moment.  If  Counsel  will 
ask  questions  and  if  he  wants  him  to  refresh  his 
recollection,  he  can.  It  isn't  material  whether  the 
witness  wants  to  refresh  his  recollection. 

The  Court:  We  will  proceed.  What  is  the  ques- 
tion now  ?  Is  there  a  question  now  ?  Is  there  a  ques- 
tion pending,  Mr.  Obenour?   [3669] 

Mr.  Obenour:    Yes,  sir,  I  believe  there  was. 

Mr.  Griffin:  Do  you  want  to  refresh  your  recol- 
lection? 

The  Court:  The  Court  will  sustain  objection  to 
that  question. 
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Q.  (By  Mr.  Obenour) :  Do  you  agree  with  Mr. 
HoHberg's  computation  as  to  the  amount  of  income 
tax  due  based  upon  the  net  worth  computation  of 
Exhibit  278? 

Mr.  LeSourd:  Objected  to,  your  Honor,  as  call- 
ing for  the  conclusion  of  this  witness.  There  is  no 
showing  he  has  made  a  computation  as  to  whether 
he  would  agree. 

Mr.  Obenour:  If  the  Court  please,  he  was  present 
when  the  testimony  was  presented. 

The  Court:  I  will  overrule  the  objection.  I  think 
he  partially  answered,  but  you  may  answer  it,  Mr. 
Taylor,  if  you  care  to. 

A.  I  can  answer  that  as  far  as  the  schedule  as 
prepared  by  Mr.  Holtberg,  I  think  he  did  it  cor- 
rectly, but  I  don't  know  the  residue  of  the  figures, 
where  they  obtained  all  of  them. 

Q.  (By  Mr.  Obenour)  :  Do  you  agree  that  there 
was  at  least  that  much  tax  due  to  the  Government 
as  computed  by  Mr.  [3670]  Holtberg  from  the  evi- 
dence presented  here,  both  as  to  Mr.  Forster  and 
Issaquah  Creamery  Company,  as  shown  by  Ex- 
hibits 278,  279  and  280? 

Mr.  LeSourd:  That  is  objected  to  as  irrelevant, 
your  Honor. 

The  Court:     Objection  sustained. 

Q.  (By  Mr.  Obenour)  :  To  your  knowledge,  is 
there  a  tax  due  the  Government  from  the  undis- 
closed income  of  Mr.  Forster  and  Issaquah  Cream- 
cry? 

Mr.  LeSourd:     Same  objection,  your  Honor,  ir- 
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relevant  and  immaterial.  Whether  or  not  Mr.  Taylor 

thinks  there  is  a  tax  due.  There  is  no  showing. 

The  Court:  It  doesn't  make  any  difference  now 
whether  he  thinks  there  is  a  tax  due.  Isn't  it  a  ques- 
tion of  what  he  thought  at  the  time? 

Mr.  Obenour :  I  will  ask  if  there  is  a  conflict  be- 
tween the  witness  now  and  the  computation  Mr. 
Holtberg  made,  and  if  there  is  any  difference,  will 
he  state 

The  Court:     (Interposing)     What  is  the  issue? 

Mr.  Obenour:  The  issue  is  whether  there  is  tax 
due,  and  whether  this  man  is  a  defendant, 

The  Court:  That  isn't  the  issue.  The  question 
is  whether  this  defendant  caused  or  had  anything 
to  do  with  filing  a  false  and  fraudulent  statement 
[3671]  in  1945  to  1949. 

Mr.  Obenour:  Yes,  sir;  based  on  undisclosed 
income. 

The  Court:    The  Court  will  sustain  the  objection. 

Q.  (By  Mr.  Obenour) :  To  your  knowledge,  Mr. 
Taylor,  was  there  a  plan  between  you,  Mr.  Forster 
and  Mr.  Erickson,  to  evade  this  income  tax? 

A.     There  was  not. 

Q.  Did  you  work  with  Mr.  Forster  and  Mr. 
Erickson  to  evade  any  part  of  this  tax? 

A.     No. 

Q.     Did  you  discuss  Mr.  Forster's  tax  with  him? 

A.    Yes. 

Q.  Did  you  discuss  Mr.  Forster's  taxes  with  Mr. 
Erickson?  A.     That  I  cannot  say. 

Q.     You  cannot  say?  Why? 
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A.     Well,  T  am  not  sure  that  I  ever  did. 

Q.  Did  you  ever  discuss  the  taxes  due  Issaquah 
Creamery  with  Mr.  Forster?  A.    Yes. 

Q.  Did  you  discuss  the  taxes  due  Issaquah 
Creamery  with  Mr.  Erickson? 

A.     I  am  not  positive  that  I  did.  [3672] 

Q.  Did  you  discuss  ways  of  saving  money  for 
Mr.  Forster  on  his  income  taxes'? 

Mr.  LeSourd:  Well,  I  will  object  to  that,  your 
Honor.  It  is  too  general, — ways  of  saving  money. 
I  object  to  that  as  irrelevant  and  too  general. 

The  Court:     It  is  a  very  broad  question. 

Mr.  LeSourd:     Yes. 

Mr.  Obenour:    Yes,  sir. 

The  Court:     He  stated  he  discussed  taxes. 

Q.  (By  Mr.  Obenour  continuing)  :  Did  you  dis- 
cuss with  Mr.  Forster  the  tax  consequences,  on  the 
division  of  the  business  of  Alpine  and  Issaquah 
Creamery  in  1940  and  1941? 

A.     I  would  say  to  some  extent. 

The  situation  was  brought  up  more  or  less 
through  Mr.  Beadon  Hall,  if  I  remember  right, 
and  corporation  rates  were  increasing  quite  natur- 
ally at  that  time,  and  it  was  thought  wise  maybe 
to  disincorporate. 

Q.    Did  you  explain  this  to  Mr.  Forster? 

A.     It  is  my  belief  that  we  discussed  it,  yes. 

Q.  And,  when  you  say  "We  discussed  it",  who  is 
that? 

A.     I  rather  think  Mr.  Forster  and  Mr.  Hall,  and 
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[3673]  I,  and  then  later  Mr.  Forster  and  Mr.  Jones 

and  I. 

Q.  Did  you  discuss  the  tax  consequences  of 
changing  the  name  of  Arctic  Gardens  to  Alpine  Ice 
Cream  with  Mr.  Forster? 

A.  It  is  my  opinion  that  I  did.  And,  also,  took 
him  to  Mr.  Grill  of  Jones  and  Bronson,  and  it  may 
have  been  that  Mr.  Jones  sat  in  and  it  was  dis- 
cussed. 

Q.  And  there  was  a  tax  problem  concerned  over 
this  changeover  of  Arctic  Gardens  to  Alpine  Ice 
Cream? 

A.  It  was  thought  it  would  be  beneficial  to  take 
the  profit  or  loss  and  work  it  through. 

Q.  Did  you  discuss  the  tax  consequences  with 
Mr.  Forster  as  to  why  the  money  he  received  from 
Simonson  and  Forster  should  not  be  declared  as 
income  ? 

A.     Yes,  I  discussed  it  with  him. 

Q.     And  what  did  Mr.  Forster  say  about  that? 

A.  Mr.  Forster  felt  that  a  losing  company,  while 
lie  drew  the  money  out,  he  didn't  draw  it  out  as  a 
salary  for  services,  that  he  would  have  to  return 
that  money  at  some  later  date  to  carry  the  company 
on,  and  he  didn't  feel  that  he  should  pay  tax  on 
something  that  was  only  a  withdrawal,  or  a  tem- 
porary withdrawal. 

Q.  Did  you  explain  anything  about  the  tax 
[3674]  consequences  of  that  at  that  time  to  Mr. 
Forster? 

A.     Well,  I  believe  I  did,  yes. 
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Q.  Was  it  Mr.  Forsfn-'s  idea,  or  your  idea,  that 
a  drawn  capital  should  not  be  income  I 

A.  Well,  I  think  that  both  of  us  felt  the  same 
way.  It  wasn't  one-sided. 

Q.  And  then  it  was  a  draw  of  capital  that  you 
were  discussing,  and  not  payment  for  equipment 
you  were  discussing  with  Mr.  Forster? 

A.  Well,  the  end  result  was  equipment  in  the 
picture. 

Q.  Was  the  payment  for  equipment  or  salary 
as  a  drawn  capital  that  you  discussed  with  Mr. 
Forster  1 

A.  I  discussed  the  point  of  the  withdrawal  as 
not  a  salary  item. 

Q.  Payment  for  equipment  would  not  then  be 
salary,  would  it?  A.     No. 

Q.     Pardon? 

A.  It  wasn't  paying  Mr.  Forster  for  equipment. 
The  end  result  Avas  the  money  coming  back  to  buy 
equipment  for  Simonson  and  Forster. 

Q.  Was  that  money  that  Mr.  Forster  received 
from  Simonson  and  Forster  payment  for  equip- 
ment he  sold  Simonson  and  Forster?  [3675] 

A.  No.  You  are  misinterpreting  what  I  tried  to 
bring  out.  Simonson  and  Forster  were  buying  equip- 
ment from  a  separate  source,  and  to  be  paid  for  by 
both  Mr.  Simonson  and  Mr.  Forster  from  their  own 
personal  accounts  on  this  withdrawal  that  they  al- 
ready made. 

Q.  And  the  withdrawal  had  already  been  made 
by  Mr.  Forster  prior  to  this? 
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A.     Yes,  all  during  that  year. 

Q.  And  that  withdrawal  had  been  charged  to 
expense?  A.     And  restored  to  income. 

Q.  And  it  was  that  drawn  capital,  as  to  whether 
or  not  it  should  be  taxable  income,  that  you  dis- 
cussed? A.     That  is  right. 

Q.  Did  Mr.  Forster  understand  the  tax  conse- 
quences of  these  matters'? 

A.     It  is  my  opinion  he  did. 

Q.  You  made  out  certain  financial  reports  for 
Mr.  Forster,  is  that  correct,  on  these  corporations? 

A.     Yes,  I  tried  to  make  good  ones. 

Q.     Did  you  explain  these  to  Mr.  Forster? 

A.     I  believe  so,  pretty  generally. 

Q.  Did  he  understand  your  financial  state- 
ments? [3676] 

A.     I  always  felt  that  he  did. 

Q.    Did  Mr.  Forster  understand  bookkeeping? 

A.  I  don't  believe  he  could  do  a  full  set  of  books, 
but  I  think  he  understands  bookkeeping  to  some 
extent. 

Q.  Would  he  advise  his  employees  on  bookkeep- 
ing matters? 

A.  I  am  not  sure  that  I  ever  heard  him,  but  I 
think  he  could. 

Q.  Did  Mr.  Forster  understand  the  amount  of 
income  he  was  making  from  all  these  businesses? 

Mr.  Griffin:  I  object  to  the  form  of  that  ques- 
tion. 

The  Court:    Objection  sustained. 

Q.    (By  Mr.  Obenour  continuing) :    Did  you  ex- 
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plain  to  Mr.  Forster  what  his  income  was  when  you 

prepared  his  tax  returns?  A.    Yes. 

Q.  Did  he  appear  to  understand  the  amount  of 
income  he  was  making? 

Mr.  Griffin:    Object  to  the  form  of  that  question. 

The  Court:     Objection  sustained.  [3677] 

Q.  (By  Mr.  Obenour  continuing)  :  Did  Mr.  For- 
ster say  anything  to  you  to  question  the  amount  of 
income  he  was  making  during  these  years? 

Mr.  Griffin:    May  that  question  be  read? 

The  Court:    Mr.  Reporter,  read  the  question. 
(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

A.  You  are  referring  to  the  individual  opera- 
tions? 

Q.    (By  Mr.  Obenour  continuing)  :    Yes,  sir. 

A.     The  Alpine  Dairy? 

Q.     The  income  he  personally  was  making? 

A.  I  would  make  him  a  statement  at  the  end 
of  the  year  of  the  results  of  the  ledger  of  x\lpine 
Dairy  which  he  had  an  opportunity  to  examine. 

Q.     Did  he  ever — he  had  other  sources  of  income  ? 

A.     Interest  and  dividends. 

Q.  Did  he  make  any  statements  to  you  asking 
information,  further  information,  about  the  amoimt 
of  income  you  were  showing  upon  his  tax  return? 

A.  I  don't  think  that  he  ever  questioned  it.  He 
knew  what  it  was  made  from. 

Q.  Did  he  ever  question  the  amount  of  taxes 
[3678]  that  he  was  paying  on  this  income? 

A.     I  don't  believe  so. 
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Q.  Your  job,  as  far  as  your  employment  by  Mr. 
Forster,  was  to  supervise  the  bookkeepers  of  these 
various  interests  of  his;  is  that  correct? 

A.     That  is  not  so. 

Q.  That  is  not  so?  Did  you  have  anything  to  do 
about  the  hiring  of  any  of  the  bookkeepers  Mr. 
Forster  employed  at  these  various  interests? 

A.  I  used  to  assist  Mrs.  Wilcox  at  the  Alpine 
Dairy,  but  not  at  any  of  the  other  institutions. 

Q.     You  did  assist  Mrs.  Wilcox? 

A.    Yes,  I  used  to  assist  her. 

Q.  Would  you  say  you  would  supervise  Mrs. 
Wilcox's  activities? 

A.  Well,  Mrs.  Wilcox  was  the  office  manager, 
and  we  worked  constantly  together.  I  never  felt  I 
had  any  authority  over  her. 

Q.  Yrou  were  paid  fifty  dollars  a  month  from 
each  of  these  various  companies;  is  that  correct? 

A.     That  is  correct. 

Q.  And  those  duties  were  what,  generally  speak- 
ing ? 

A.  My  principal  duty  was  caring  for  the  gen- 
eral ledger  and  preparing  income  tax  returns  and 
excise  [3679]  tax  returns  and  various  other  duties 
that  Mr.  Forster  would  assign  to  me. 

Q.  You  would  receive  this  information  for  the 
ledger  from  the  bookkeepers  at  the  various  busi- 
nesses? A.     That  is  correct. 

Q.     Mrs.   Wilcox   is  one?  A.     Yes. 

Q.  And  you  would  say  you  worked  with  her,  and 
not  supervising  her? 
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A.     I  didn't  feel   I  had  any  authority  over  her. 

Q.  And  that  was  from  1934,  or  '35  you  first 
became  acquainted  with  her?  A.    1932. 

Q.  And  did  you  understand  the  system  Mrs. 
Wilcox  was  using?  A.    Yes. 

Q.     Were  you  satisfied  the  system  was  adequate? 

Mr.  LeSourd:  I  will  object,  It  doesn't  matter 
whether  he  was  satisfied,  and  not  proper  cross- 
examination.  We  didn't  go  into  details  of  the  book- 
keeping system. 

Mr.  Obenour:  He  made  the  statement  he  had 
no  knowledge  of  anything  wrong  in  any  way,  and 
I  believe  it  would  open  up  the  cross-examination. 

Mr.  LeSourd :  Whether  this  was  a  perfect  book- 
keeping system  or  whether  he  was  satisfied  is  ir- 
relevant to  the  question  of  whether  he  knew  the 
items  were  properly  entered. 

The  Court:  The  question  put  is  objectionable, 
whether  or  not  he  was  satisfied,  is  not  material. 

Mr.  Obenour:     All  right,  sir. 

Q.  (By  Mr.  Obenour  continuing) :  Did  you — 
you  were  employed  at  Issaquah,  employed  before 
Mr.  Erickson  came  along,  is  that  right? 

A.    Yes. 

Q.  Were  you  familiar  with  the  bookkeeping 
system  at  Issaquah  Creamery?  A.     Yes. 

Q.  Did  you  explain  that  system  to  Mr.  Erickson 
when  he  was  engaged  ? 

A.  I  don't  believe  so.  He  succeeded  Miss  Neukir- 
chen  and  Mrs.  Zack,  I  think,  had  pretty  well  taught 
him  the  system. 
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Q.  Did  you  ever  discuss  the  system  with  Mr. 
Erickson  that  he  was  following? 

A.     Oh,  not  to  any  great  extent. 

Q.  Did  you  ever  make  any  effort  to  determine 
[3681]  whether  or  not  Mr.  Erickson  was  competent 
in  performing  the  duties  at  Issaquah? 

A.  It  was  always  apparent  to  me  that  he  seemed 
to  be  doing  his  work  very  well. 

Q.     How  was  it  apparent? 

A.  From  the  journals  he  would  turn  over  to  me 
all  completed. 

Q.  Did  you  ever  explain  to  him  what  you  de- 
sired your  journals, — or  for  your  journals? 

A.     He  gave  me  everything  I  asked  for. 

Q.  At  Finstad  and  Utgard,  did  you — were  you 
familiar  with  the  books  that  were  the  bookkeeping 
system  used  there  at  Finstad  and  Utgard? 

A.  To  a  greater  or  less  extent.  They  were  in- 
stalled before  I  started  in  working  for  them.  All  I 
handled  was  the  ledger. 

Q.  Did  you  go  through  them  at  that  time  to  de- 
termine what  system  was  used?  A.    Yes. 

Q.  Did  you  discuss  this  system  with  the  book- 
keeper employed  at  Finstad  and  Utgard? 

Mr.  LeSourd:  Objected  to,  your  Honor,  as  ir- 
relevant and  immaterial,  and  improper  cross-exam- 
ination. The  matter  of  the  keeping  of  the  books  at 
Finstad  and  Utgard  is  something  irrelevant  to  this 
ease,  and  we  haven't   [3682]  gone  it  it  on  direct. 

The   Court:     Objection  overruled.   The   question 
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hero  is  whether  he  discussed  with  the  bookkeeper 

the  books  ? 

Mr.  Obenour:    Yes,  sir. 

A.     I  don't  know  that  I  did. 

Q.  (By  Mr.  Obenour) :  Apex  Farms,  did  you 
discuss  the  bookkeeping  system  used  by  Mr.  Keck 
at  Apex  Farms'? 

A.  When  you  say  "discussed" — I  worked  with 
Mr.  Keck  in  the  consolidation  of  the  Blue  Ribbon 
Dairy  and  Apex  Dairy  before  they  were  combined 
into  the  one  set. 

Q.  I  believe  you  said,  did  you  not,  that  he  was 
doing  such  an  exemplary  job  you  saw  no  reason 
to  disturb  it?  A.     That  is  correct. 

Q.  You  were  satisfied,  at  least  as  to  Mr.  Keck, 
that  he  was  a  competent  bookkeeper? 

A.     That  is  correct. 

Q.  And  yet  you  did  not  do  this  with  the  other 
companies  ? 

A.  No,  because  they  weren't  a  new  set-up  that 
I  worked  on.  The  books  were  all  set  up  in  the  other 
companies.  [3683] 

Q.  Then  how  could  you  determine  Mr.  Keck  was 
doing  such  an  exemplary  job  if  the  system  was  not 
set  up? 

A.  Because  we  were  consolidating  two  companies 
under  one,  and  the  system  that  Mr.  Keck  was  using 
was  very  satisfactory. 

Q.    What  system? 

A.     His  bookkeeping  system. 
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Q.  Were  they — after  the  consolidation  or  before, 
when  he  was  employed  by  Apex  Dairy? 

A.  "Well,  he  had  one  side  of  the  operation  at 
Apex  Dairy  at  the  time,  and  in  the  consolidation, 
we  used  the  bigger  portion  of  the  Apex  Dairy  Sys- 
tem. 

Q.  Did  you  discuss  the  bookkeeping  system  used 
by  the  bookkeeper  at  Renton  Ice  and  Ice  Cream 
Company  % 

A.  Well,  I  think  that  it  was  set  up  there.  Ray 
Schneider  was  there  when  I  set  it  up,  I  believe,  in 
1942,  I  believe,  or  some  place  in  there. 

Q.  Did  you  discuss  the  bookkeeping  system  with 
Miss  Buchanan  and  Miss  Corliss  at  Simonson  and 
Forster  ? 

A.    I  think  I  did  to  some  extent,  yes. 

Q.     Did  you  understand  the  system  used  there? 

A.    Yes.  [3684] 

Q.  Was  there  any  company,  or  any  interest,  of 
Mr.  Forster  for  which  you  were  employed  to  keep 
tli<1  genera]  ledger  and  prepare  the  tax  return — 
was  there  any  such  company  that  did  not  have 
proper  bookkeepers  or  bookkeeping  systems? 

A.  I  felt  that  they  had  systems  that  were  O.K. 
in  each  of  the  companies. 

Q.  And  the  information  that  they  prepared  in 
each  instance  was  given  to  you  to  keep  the  general 
ledger,  is  that  correct?  A.     That  is  correct. 

Q.     And  prepare  the  tax  returns? 

A.    Yes. 
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Q.  Would  you  say  then  you  supervised  the  book- 
keepers of  these  interests'? 

A.     I  would  say  that  I  did  not  supervise  them. 

Q.  But  you  did  receive  fifty  dollars  a  mouth 
from  each  ?  A.     That  is  correct. 

Q.  You  had  some  twenty  or  thirty  other  clients, 
I  believe,  at  the  time  that  you  were  doiug  similar 
work  for? 

A.     Yes,  I  maintained  an  office. 

Q.  Was  there  any  other  client  that  had  that 
many  interests,  paying  you  each  fifty  dollars  a 
month?  [3685]  A.     No. 

Q.  Did  you  have  any  other  client  that  paid  you 
what  has  been  reported  fifty  thousand  dollars  for 
your  services  during  this  period? 

Mr.  LeSourd:  I  will  object  to  that,  your  Honor. 
There  is  no  showing  of  fifty  thousand  dollars  in 
this  period.  It  was  fifty  thousand  dollars  in  the 
twenty  years. 

Q.  (By  Mr.  Obenour  continuing)  :  During  20 
years  ? 

Mr.  LeSourd:     If  it  is  fifty  thousand. 

A.  I  could  take  eight  and  make  seventy-five 
thousand  out  of  some  of  them,  too. 

Q.  (By  Mr.  Obenour)  :  During  this  time  that 
you  had  these  twenty  or  thirty  other  clients,  did 
you  advise  any  of  them  on  their  personal  financial 
matters,  or  the  financial  matters  of  their  compa- 
nies? 

Mr.  LeSourd:  Objected  to  as  incompetent  and 
irrelevant. 
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Mr.  Obenour:  He  stated  the  duties  he  had  dur- 
ing this  time  to  the  other  clients. 

The  Court:  I  think  it  is  immaterial  what  serv- 
ices he  performed.  Objection  sustained  as  to  other 
clients.  [3686] 

Q.  (By  Mr.  Obenour  continuing) :  Did  you 
serve  as  financial  adviser  to  Mr.  Forster  during 
your  acquaintance  with  him? 

A.  I  did  not  consider  that  I  was  Mr.  Forster's 
financial  adviser. 

Q.  Did  you  advise  him  on  any  of  these  com- 
panies? 

A.  I  would  not  say  that  I  advised  him  on  any 
of  them.  I  discussed  them  with  him. 

Q.  What  would  be  the  purpose  of  the  discus- 
sion? 

i 

A.  Mr.  Forster  in  most  cases  had  his  plan  all 
worked  out,  and  then  would  bring  it  to  my  office, 
or  we  would  go  and  visit  the  people  and  look  the 
situation  over. 

Q.  Did  you  make  a  statement  to  Mr.  Eppler  and 
Mr.  Marx  on  May  16,  1951,  and  again  May  25,  1951, 
at  this  building? 

A.  I  remember  of  being  with  them.  The  dates 
are  a  little  vague. 

Q.  Do  you  recall  making  a  statement  to  them 
that  you  were  financial  adviser,  or  serving  in  that 
capacity,  before  1940  but  after  that  time,  you  were 
not  consulted? 

A.  That  is  a  correct  statement  in  this  respect, 
[3687]  that  Mr.  Beadon  Hall  had  Mr.  Forster  right 
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under  his  thumb,  and  we  used  to  meet  with  him 
every  time  that  I  went  to  Issaquah  to  discuss  how 
Mr.  Forster  was  going  to  pay  for  the  next  shipment 
of  milk  that  came  in.  Mr.  Beadon  Hall  was  the 
financial  adviser.  I  sat  in  to  produce  the  figures. 

Q.  Was  there  any  of  these  companies  that  Mr. 
Forster  acquired  that  you  were  not  consulted  on 
prior  to  his  acquisition  of  them? 

A.  Any  that  I  did  work  for  after  Mr.  Forster 
made  his  first  investigation,  I  sat  in  on  and  usually 
discussed  them. 

Q.  You  would  not  say  your  discussion  was  ad- 
vice? A.     I  would  not  say  that. 

Q.  You  were  admitted  to  the  practice  before 
the  Treasury  Department  approximately  twenty 
years,  is  that  correct,  Mr.  Taylor  ? 

A.     That  is  correct. 

Q.     You  are  familiar  with  W — 2  forms? 

A.    Yes. 

Q.     And  the  requirements?  A.     Yes. 

Q.     And  what  is  that  form? 

A.  A  W-2  is  the  withholding  form  that  is  made 
out  for  employees  of  an  organization  where  [3fiSS] 
withholding  and  Social  Security  has  been  deducted, 
and  shows  the  annual  income,  Social  Security,  and 
withholding  tax,  to  be  attached  to  the  tax  return 
1040,  that  is  filed  for  individuals. 

Q.     Are  you  familiar  with  Form  1099? 

A.     I  am. 

Q.     And  what  are  those,  please? 

A.     1099   is    a   form   that    a    firm   having   paid 
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rents,  interests,  commissions  and  some  other  things 
that  they  report  to  the  Treasury  Department  for 
the  information  of  the  Department.  They  are  an 
information  return,  is  what  they  are  called. 

Q.  You  were  fully  aware  of  all  the  require- 
ments then,  of  the  Treasury  Department  concern- 
ing these? 

Mr.  LeSourd:     I  didn't  catch  that  question. 

The  Court:    Mr.  Reporter,  read  the  question. 
(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

Mr.  LeSourd:  Well,  if  your  Honor  please,  to 
this  point  I  will  object — to  that  question  and  this 
line  of  questioning.  I  don't  see  the  relevance  or  ma- 
teriality to  any  of  the  issues  in  the  case. 

The  Court:  You  say  "concerning  these",  what 
are  you  referring  to  ? 

Mr.  Obenour:  W-2  and  1099,  if  the  Court  [3689] 
please. 

The  Court:     Objection  overruled  as  limited. 

Mr.  LeSourd:  Limited  to  the  returns  in  ques- 
tion, I  have  no  objection.  There  is  no  W-2. 

The  Court:  He  testified  to  W-2  and  to  Form 
1099.  I  think  this  is  a  concluding  question. 

Mr.  LeSourd:    Yes. 

Mr.  Obenour:    Yes. 

The  Court:  Do  you  have  the  question  in  mind, 
Mr.  Taylor? 

A.  Might  I  explain?  The  explanation  I  made 
was  my  knowledge  of  those  returns,  not  my  duties 
of  preparing  those  returns,  in  these  companies. 
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The  Court:  Just  a  moment,  Mr.  Taylor.  The 
last  question  was  as  to  your  familiarity  with  the 
Treasury  requirements  as  to  form  W-2  and  1099. 

Mr.  Obenour:    Yes,  sir. 

The  Court:    Now,  you  might  restate  the  question. 

Q.  (By  Mr.  Obenour) :  You  understood  what 
the  Treasury  Department  required  then  as  to  the 
preparation  of  these  forms? 

A.  If  I  were  an  employer,  I  would  know  what 
to  do  with  those  forms  if  I  had  people  who  came 
within  their  scope.  [3690] 

Q.  Thank  you.  We  have  tax  returns  here,  Ex- 
hibits 1  to  6,  Mr.  Forster,  and  for  1945  to  '48  ten 
to  fourteen,  the  returns  of  Issaquah  Creamery  Com- 
pany, seventeen  to  twenty-one,  Finstad  and  TTtgard, 
twenty-two  to  twenty-four,  Simonson  and  Forster, 
twenty-five  to  twenty-nine,  Renton  Ice,  thirty  and 
thirty-one,  Apex,  and  256  Arctic  Gardens  return. 
They  are  all  signed  by  you.  These  are  your  signa- 
tures on  all  of  them? 

A.     As  far  as  I  know,  I  think  they  are  all  there. 

Q.     And  they  were  prepared  by  you? 

A.    Yes. 

Q.  And  in  each  instance,  you  signed  the  return 
as  preparing  them  and  in  some  also  as  a  corpora- 
tion officer :  is  that  correct  \  A.     Yes. 

Q.     And  those  are  all  your  signatures? 

A.  As  far  as  I  know.  I  think  they  all  are.  I 
have  seen  them  pass  by  so  many  times,  I  am  sure 
they  are. 

Q.     And  they  all  bear  this  stamp,  to  which  you 
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referred.  What  is  the  purpose,  Mr.  Taylor,  of  your 

putting  this  stamp  upon  these  returns? 

A.  The  purpose  of  the  stamp  is  to  notify  the 
Treasury  Department  as  to  the  assignment  we  had, 
or  I  [3691]  had.  It  notifies  the  Department,  on  an 
individual  return.  It  says,  "Prepared  from  infor- 
mation furnished  by  the  taxpayer  without  audit  of 
the  details  contained  therein." 

That  is  a  notice  to  the  Treasury  Department 
that  an  audit  has  not  been  made,  or  any  verifica- 
tion. 

Q.  And  the  purpose,  as  far  as  you  were  con- 
cerned, then,  would  be  to  relieve  you  of  liability 
of  the  truth  of  the  return? 

A.     Reliability  of  the  truth,  did  you  say? 

Q.    Yes. 

A.  The  figures  furnished  me,  I  have  to  assume, 
are  the  true  figures. 

Q.  Then  the  purpose  of  this  stamp  would  be 
then  that  other  than  from  some  change  or  altera- 
tion or  error  in  the  filling  out  of  the  blanks,  you 
would  have  no  responsibility  then  as  to  any  of 
these  returns? 

A.  When  you  say  "an  error,"  you  mean  a  cleri- 
cal  error  in  computation? 

Q.  Well,  what  would  be  the  effect  of  this  stamp, 
so  far  as  you  see  it,  Mr.  Taylor? 

A.  Anyone  will  make  a  clerical  error  in  the  com- 
putation of  a  tax  return.  The  Treasury  Depart- 
ment have  calculators  and  they  immediately  make 
the  correction  and  notify  the  taxpayer.  [3692] 
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Q.  What  is  the  effect  of  the  stamp,  then,  as  to 
the  use  of  it  by  yourself? 

A.  It  is  to  guarantee  that  the  information  shown 
in  balance  sheets,  profit  and  loss  statements,  have 
not  been  audited  or  verified. 

Q.  So  that  it  would  relieve  you  of  the  responsi- 
bility to  the  Government  as  to  the  truth  of  these 
returns;  is  that  what  you  say? 

A.  When  you  say  "the  truth  of  the  returns," 
they  are  prepared  from  the  information  from  the 
ledgers  as  accurately  as  possible  that  they  can  be 
prepared. 

Q.  When  you  say  "books,"  you  say  your  return 
is  prepared  without  audit  from  the  books  and  rec- 
ords of  the  client  without  audit  of  the  details  con- 
tained therein,  and  do  you  consider  you  are  exclud- 
ing the  books  you  keep? 

A.     No,  I  am  including  the  books  I  keep. 

Q.  Do  you  state  what  books  you  keep  on  this 
return  ? 

A.     Tt  is  prepared  from  the  ledger. 

Q.    Does  it  show  that  on  this  stamp? 

A.  Well,  naturally,  the  ledger  is  posted  from 
the  other  books. 

Q.     Does  it  show  on  this  stamp? 

A.     It  says  "Prepared  from  the  books."  [3693] 

Q.  Then  your  idea  is  that  the  books  excludes 
the  ledger  that  you  keep,  is  that  correct? 

A.     No,  a  ledger  is  a  summary  of  the  books. 

Q.     And  what  is  the  purpose,  again,  please,  as 
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to  your  use  of  this  stamp  to  the  United  States  Gov- 
ernment ? 

A.  It  is  a  notice  to  Uncle  Sam,  or  to  the  Treas- 
ury Department,  pardon  me,  that  the  information 
has  been  furnished,  and  has  not  been  audited  as 
to  detail. 

Q.  And  that  includes  the  companies  in  which 
you  are  an  officer'?  A.     Certainly. 

Q.  And  in  which  you  have  worked  with  the 
bookkeepers  in  each  instance  in  getting  informa- 
tion % 

A.  The  information  is  furnished  me  b}T  the 
office  force. 

Q.  And  the  tax  return  prepared  by  Mr.  Keck 
of  Apex  Farms  % 

A.  Mr.  Keck  prepared  the  income  tax  for  Apex 
Farms  from  the  records. 

Q.  And  the  stamp  that  you  used  then  that  it  was 
prepared  by  you  was  not  correct  in  the  instance  of 
Apex  Farms? 

A.     T  would  just  like  to  explain  that  a  little. 

Q.  Was  it,  Mr.  Taylor,  or  was  it  not  correct  as 
there  used  on  the  Apex  Farms  return? 

A.  I  would  not  say  it  was  incorrect,  because  I 
did  have  a  little  bit  to  do  with  the  preparation  of 
that  return. 

Q.  Was  it  used  on  the  other  returns  of  Apex 
Farms? 

A.  It  was  not,  because  I  did  not  have  anything 
to  (In  with  them. 

Q.     You  hoard  Mr.  Keek's  testimony  that  in  each 
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teear  he  sent  the  tax  returns  to  you  to  be  signed 

and  sent  in.   Do  you  recall  thai  1  A.     Yes. 

Q.     Is  that  statement  true?  A.    Yes. 

Q.     Did  you  use  the  stamp  on  the  other  returns? 

A.     No,  because  I  did  not  prepare  them. 

Q.     And    Arctic    Gardens,    that    return,    is    the 
stamp  correct  in  that  instance,  too? 

A.     I  rather  think  that  was  a  mistake  and  an 
oversight. 

Q.  It  was  a  mistake.  Do  you  have  recollection 
of  that  mistake,  Mr.  Taylor? 

Mr.  LeSourd :    I  didn't  get  that  question. 

A.     I  don't  have  recollection.  [3695] 

Mr.  LeSourd:    Just  a  moment. 

The  Court:  Mr.  Reporter,  will  you  read  the 
question  ? 

(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

A.  (Continuing)  Not  until  I  saw  the  return 
here. 

Q.  (By  Mr.  Obenour) :  And  now,  your  recollec- 
tion is  what? 

A.  I  must  have  stamped  it  with  other  returns 
and  signed  it,  and  never  looked  at  the  face  of  it. 

Q.  You  did  not  check  the  returns  you  submitted 
yourself? 

A.     I  prepared  the  return,  Mr.  Obenour. 

Q.    You  prepared  the  return?  A.    Yes. 

Q.  And  you  would  prepare  twenty  or  thirty  re- 
turns and  not  sign  or  stamp  them  except  all  to- 
gether ? 
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A.  I  wouldn't  say  that,  but  that  is  probably  how 
it  happened.  I  was  surprised  when  I  saw  it  here 
myself. 

The  Court:  Tt  is  four  o'clock,  Mr.  Obenour.  Do 
you  want  to  complete'? 

Mr.  Obenour:    Just  one  more  question.  [3696] 

Q.  (By  Mr.  Obenour) :  The  other  information 
contained  then,  in  these  returns,  the  corporate  re- 
turns, and  so  forth,  which  is  general  information, 
and  not  pertaining  to  the  actual  amounts  of  money 
involved,  that  information  was  prepared  by  you, 
the  other  information  in  the  returns  other  than 
the  figures  themselves? 

A.    What  are  you  referring  to  ? 

The  Court:     Other  information? 

Mr.  Obenour:    Yes. 

Q.  (By  Mr.  Obenour)  :  The  details  of  the  ques- 
tions that  are  put  in  here  as  to  where  prior  returns 
were  filed  and  the  incorporation  data,  and  so  forth. 
That  was  prepared  by  you? 

A.     That  was  taken  from  the  previous  returns. 

Q.  That  was  not  taken  from  the  books  and  rec- 
ords of  the  companies? 

A.    No,  it  never  is. 

Q.     From  what  information? 

A.  The  previous  returns  usually  show  where  in- 
corporated, and  so  forth. 

Q.  And  you  are  responsible  then  for  that  infor- 
mation? A.     I  would  say  so,  yes.  [3697] 

Q.    And  is  that  all,  correct? 

A.    As  far  as  I  know,  it  is. 
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Mr.   Obenour:     We  would   recess   now,   if  your 
Honor  please. 

The  Court:    Ladies  and  Gentlemen  of  the  Jury: 

We  will  recess  now  until  tomorrow  morning  at 

ten  o'clock,  and  the  Court  calls  your  attention  to 

the  admonition  given  on  similar  occasions  and  asks 

that  you  heed  it  on  this  occasion. 

(Whereupon,  the  jury  retired  from  the  court 
room.) 

(Whereupon,  at  4:04  o'clock  p.m.  April  13, 
1954,  a  recess  was  had  in  the  within-entitled 
and  numbered  cause  until  10:00  o'clock,  a.m. 
April  14,  1954.)  [3698]     ***** 
The  Court:    You  may  call  the  jury. 

(Whereupon,  the  jury  was  returned  to  the 
court  room.) 
The  Court:    You  may  be  seated. 
It  is  stipulated  that  the  jury  and  all  defendants 
are  present  in  the  courtroom? 
Mr.  Griffin:    Yes,  your  Honor. 
Mr.  Moriarty:    Yes,  your  Honor. 
The  Court:    You  may  proceed,  Mr.  Obenour. 
Mr.  Obenour:    Yes,  sir.  [3703] 

L.  HICKS  TAYLOR 

upon  being  recalled  as  a  witness  for  and  on  behalf 
of  the  Defendant  Taylor,  and  having  been  previ- 
ously duly  sworn,  testified  as  follows: 

Cross  Examination 
Q.     (By  Mr.  Obenour)  :    As  I  understand  it,  Mr. 
Taylor,  you  say  then  that  this  stamp  that  you  used 
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was  to  put  the  Government  on  notice  that  you  had 
nol  audited  the  books  of  the  taxpayer;  is  that  cor- 
rect? 

A.     That  was  the  general  purpose  of  the  stamp. 

Q.  Do  you  consider  the  ledger  included  in  the 
books  of  any  company?  A.     I  do. 

Q.  And  you  were  keeping  the  ledger  of  all  these 
companies,  weren't  you?  A.     That  is  correct. 

Q.  And  were  you  attempting  to  put  the  Govern- 
ment on  notice  that  you  were  not  responsible  for 
the  ledger  you  kept  ? 

Mr.  LeSourd:    Objected  to,  your  Honor. 

The  Court:     Objection  sustained. 

Q.  (By  Mr.  Obenour  continuing)  :  Did  you  give 
notice  to  the  Government  in  any  way  that  you  were 
not  responsible  [3704]  for  the  ledger  you  kept? 

Mr.  LeSourd:  Same  objection,  your  Honor. 
Argumentative . 

The  Court:    Objection  overruled. 

A.  The  ledger  was  the  record  from  which  I  pre- 
pared the  tax  return. 

Q.  (By  Mr.  Obenour)  :  And  those  are  included 
in  the  books? 

A.  The  ledger  is  a  summary  taken  from  the 
books  of  a  company. 

Q.  Did  you  give  the  Government  any  notice  that 
you  were  not  responsible  for  the  information  con- 
tained in  the  reports,  the  tax  returns,  as  gathered 
from  your  ledger? 

Mr.  LeSourd:    Objected  to  as  argumentative. 
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Mr.  Obenour:  There  has  been  no  answer,  if  the 
Court  j)lease. 

The  Court:  It  would  appear  argumentative.  I 
will  overrule  objection  on  this  one  question. 

A.  If  I  understand  the  question  correctly,  I  pre- 
pared the  tax  returns  from  a  ledger  that  I  kept. 
Does  that  answer  your  question? 

Q.  (By  Mr.  Obenour) :  No,  sir.  Did  you  give 
the  Government  any  notice  by  this  stamp,  or  other- 
wise— that  you  were  [3705]  not  responsible  for  the 
contents  of  your  ledger? 

A.     I  would  not  think  so. 

Q.  Now,  you  stated,  I  believe,  that  the  use  of 
your  stamp  on  the  Apex  return  was  an  accident; 
is  that  correct? 

A.  I  didn't  say  it  was  an  accident.  I  said  I  had 
worked  some  with  Mr.  Keck  on  that  particular  year, 
and  I  put  the  stamp  on  it. 

Q.     Which  year  was  that? 

A.  I  cannot  remember.  Whichever  year  it  was 
on. 

Q.     That  is  the  return  in  here? 

A.     That  is  my  recollection  of  it,  yes. 

Mr.  Maxwell:    31. 

Q.     (By  Mr.  Obenour) :    Exhibit  31,  I  believe. 

Mr.  Cox :    Here  is  31. 

A.     May  I  look  at  the  return,  Mr.  Obenour? 

Q.  (By  Mr.  Obenour) :  Yes,  just  a  minute. 
There  are  two  returns,  one  for  1947  and  one  for 
1949,  Exhibits  30  and  31.  Now,  was  that  the  year 
that  you  refer  to? 
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A.  Examining  this  return,  it  is  my  opinion  that 
this  was  typed  in  my  office. 

Q.     Which  return  is  that,  please?  [3706] 

A.  The  Exhibit  30;  that  this  return  was  typed 
in  my  office  after  working  over  the  figures  of  Mr. 
Keck,  and  I  signed  it  after  working  it  over. 

Q.  You  signed  it  after  working  it  over,  and  that 
is  how  that  one  was  stamped? 

A.     That  is  my  recollection  of  it,  yes. 

Q.  And  then  you  did  not  have  anything  to  do 
with  the  1949  return,  apparently?   Is  that  correct? 

A.  I  am  referring  to  Exhibit  A-31.  If  you  will 
examine  the  typing,  you  will  find  that  the  type- 
writer used  on  A-31  is  a  typewriter  at  the  Apex 
Farms. 

The  typing  on  Exhibit  A-30  is  a  typewriter  in 
my  own  office. 

Q.  You  had  nothing  to  do  then  with  the  return 
in  1919,  Exhibit  A-31? 

A.     Nothing  to  do  with  it,  if  I  remember. 

Q.  Now,  the  Arctic  Gardens  return,  you  believe 
that  was  accidentally  included  with  the  others? 

A.     May  I  see  the  exhibit,  please? 

Q.     Yes,  certainly. 

(Whereupon,  there  was  a  brief  pause.) 

Q.  (Continuing)  Exhibit  256,  the  Arctic  Gar- 
dons  return . 

(Whereupon,  Exhibit  was  handed  to  the  wit- 
ness [3707]  by  Mr.  Obenour.) 

A.  T  am  looking  at  Exhibit  256.  In  the  year 
1946,  it  was  necessary  that  all  tax  returns  be  ac- 
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knowledged,  and  it  called  for  an  affidavit  of  those 

preparing  the  return. 

I  prepared  the  Arctic  Gardens  returns.  Many 
of  the  records  of  the  Arctic  Gardens  were  kept  at 
the  warehouse,  the  freezer  plant,  and  those  records 
were  worked  by  other  peojjle.  I  did  not  have  a 
chance  to  check  them  in  any  way  to  determine  their 
accuracy.  When  I  prepared  this  return,  there  had 
been  considerable  sales  in  that  year,  and  I  felt  that 
it  required  me  to  put  my  stamp  on  the  return,  and 
have  myself  acknowledged,  even  though  I  was  sec- 
retary and  treasurer  of  the  corporation. 

Q.     And  how  about  the  stamp? 

A.     The  stamp  was  put  on  for  the  same  reason. 

Q.     The  stamp  was  put  on  for  the  same  reason? 

A.     Yes,  sir. 

Q.    And  then  it  was  not  an  accident? 

A.  After  examining  this  exhibit,  I  will  say  it 
was  not  an  accident. 

Q.  Isn't  it  possible  that  either  you  or  account- 
ants employed  in  your  office,  particularly  Mr.  For- 
dyce  Hall,  rubber  stamped  these  returns  before 
they  [3708]  were  filled  out? 

A.     Not  this  particular  return. 

Q.  Did  you  rubber  stamp  any  returns  before 
they  were  filled  out  ? 

A.  Not  as  a  rule.  Sometimes  maybe  two  or 
three,  if  you  were  going  out  to  make  a  special 
return  for  somebody  you  would  stamp  them. 

Q.  And  sometimes  the  returns  were  stamped 
with  your  stamp  before  you  made  out  the  return  ? 
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A.     Not  intentionally  that  way.   It  might  be- 


Q.     (Interposing)  But  they  were? 

A.     Not  often. 

Q.    But  there  were  times? 

A.     I  would  say  occasionally  it  was  possible. 

Q.     You  were  also  a  Notary? 

A.     I  have  been  a  Notary  for  years,  yes,  sir. 

Q.  Did  you  put  your  notarial  seal  on  the  same 
way,  just  a  bunch  in  a  row,  like  the  other  stamp? 

A.     I  would  not  say  that,  no. 

Mr.  LeSourd:  Just  a  moment.  Object  to  the 
form  of  that  question. 

The  Court:    Objection  sustained. 

Q.  (By  Mr.  Obenour) :  How  would  you  put 
your  notarial  seal  on,  Mr.  Taylor?  [3709] 

A.  Usualty  the  party  signed  before  me  before  I 
attached  the  seal. 

Q.  So  that  it  wonld  be  no  accident,  your  apply- 
ing your  notarial  seal? 

Mr.  LeSourd:  Your  Honor,  I  will  object  to  this 
line  of  questioning.  It  is  completely  irrelevant  and 
immaterial  to  this  case. 

Mr.  Obenour:    I  bolievo  it  would  be  relevant. 

I  ask  that  this  be  marked  as  Plaintiff's  Exhibit 
next  in  order. 

The  Court:  It  doesn't  appear  now.  If  it  is  re- 
lated to  somo  matter 

Mr.  Obenonv:  We  are  about  to  cover  that  matter 
now,  if  the  Court  please. 

The  Court :    You  may  go  into  it  and  then 
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The  Clerk:  (Interposing)  Plaintiff's  Exhibit  285 
marked  for  identification. 

(Plaintiff's  Exhibit  No.  285  marked  for  iden- 
tification.) 

Q.  (By  Mr.  Obenour  continuing)  :  I  hand  you 
Plaintiff's  Exhibit  285  and  ask  if  you  can  tell  what 
that  is,  please,  Mr.  Taylor? 

A.  Plaintiff's  Exhibit  285  is  the  tax  return  for 
1948,  the  Apex  Farms,  Incorporated.  [3710] 

Q.     Did  you  prepare  that  return? 

A.     I  did  not. 

Q.     Did  you  sign  that  return? 

A.     I  did  not. 

Q.  Is  that  your  signature  on  the  notarial  seal 
there? 

A.  That  is  my  signature  as  a  Notary  Public, 
yes. 

Q.     You  did  sign  it  as  a  Notary  then? 

A.    I  did,  yes. 

Mr.  Obenour :  I  offer  it  at  this  time,  if  the  Court 
please. 

Mr.  LeSourd:  We  will  object  to  it,  your  Honor, 
on  the  grounds  it  is  irrelevant  and  immaterial  and 
not  proper  cross-examination.  The  relevancy  doesn't 
appear  at  the  present  time,  and  I  don't  see  where  it 
is  material  to  anything  we  have  covered  on  direct. 

The  Court:  Its  relevancy  isn't  apparent,  Mr. 
Obenour. 

Mr.  Obenour:  If  the  Court  please,  we  would  re- 
fer the  Court  to  the  affidavit  at  the  bottom  of  page 
one,  the  signature  and  the  stamp. 


1(550  Hans  Forster  vs. 

(Testimony  of  L.  Hicks  Taylor.) 

Mr.  LeSourd:  That  is  not  the  signature  of  Mr. 
Taylor  you  are  referring  to.  [3711] 

Mr.  Obenour :    That  is  exactly  it. 

Mr.  LeSourd:  Mr.  Taylor's  signature  is  only 
there  as  a  Notary  Public,  as  far  as  I  can  see. 

The  Court :  It  is  his  signature  as  a  Notary  Pub- 
lic you  are  referring  to? 

Mr.  Obenour:  That,  and  the  stamp  affixed  there, 
if  the  Court  please,  by  the  signature  on  the  affida- 
vit. 

The  Court:  You  mean  relative  to  information 
furnished  ? 

Mr.  Obenour :  Yes,  sir,  and  referring  to  the  testi- 
mony of  this  witness  as  to  the  use  of  the  stamp. 

Mr.  LeSourd:  That  stamp  is  over  Mr.  Keek's 
signature,  as  far  as  I  can  see  on  the  return. 

The  Court:    That  is  the  way  it  appears. 

Mr.  Obenour:  Yes,  sir;  but  we  would  show  it 
is  Mr.  Taylor's  stamp,  and  even  used  on  a  return 
he  did  not  sign  in  the  affidavit. 

It  goes  to  the  testimony  of  this  witness  on  direct 
and  cross  examination  on  the  manner  in  which  these 
stamps  were  placed  on  the  return. 

Mr.  LeSourd:  If  the  Court  please,  I  fail  to  see 
the  relevancy  of  this  matter  at  all.  Mr.  Keck  was 
preparing  these  returns  from  the  books  of  the  tax- 
payer. Whether  it  is  Mr.  Taylor's  stamp  that  was 
used  [3712]  or  what  it  was,  it  seems  immaterial  to 
this  case. 

Mr.  Obenour :  It  would  be  material  how  a  return 
signed  by  Mr.  Keck  would  bear  a  stamp  of  Mr. 
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Taylor  put  on  or  after  the  signature  along  with  the 

other  returns  he  says  that  he  was  furnishing  the 

Government. 

The  Court:  It  goes  quite  a  ways.  At  this  point, 
I  will,  sustain  the  objection.  If  you  want  to  argue 
the  matter,  the  Court  will  hear  from  you. 

Mr.  Obenour:  Yes,  sir;  can  I  examine  the  wit- 
ness further  as  to  the  examination  of  the  document? 

The  Court:  I  assume  there  is  no  question  of 
identification,  is  there? 

Mr.  LeSourd:    No,  your  Honor. 

Mr.  Obenour:  I  would  establish  the  identification 
of  the  stamp,  if  the  Court  please. 

The  Court:  If  it  comes  in,  it  has  to  come  in  on 
the  identification  as  to  what  it  is,  a  return  for  Apex 
for  1948.  Anything  that  may  appear  on  there  would 
only  be  admissible  if  introduced  in  evidence. 

Q.  (By  Mr.  Obenour) :  Did  you  ever  put  your 
stamp  upon  any  tax  returns  which  you  did  not  sign, 
the  affidavit  of  which  you  did  not  sign?  [3713] 

Mr.  LeSourd:  Objected  to  as  immaterial  and 
irrelevant. 

The  Court :    It  may  be.   I  think  that 

Mr.  LeSourd:  (Interposing)  May  I  say,  if  your 
Honor  please,  on  this  matter:  We  have  here  a  pub- 
lic accountant  using  a  stamp  which  is  a  common 
practice  in  the  profession,  and  using  it  where  he 
prepared  returns  from  taxpayers'  records  without 
verification  of  the  details. 

Now,  it  is  immaterial,  it  seems  to  me,  and  com- 
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pletely  irrelevant  if  that  stamp  is  used  by  other 

persons  or  in  connection  with  other  returns. 

The  Court:  I  don't  think  it  is  connected  up. 
I  will  sustain  the  objection. 

Q.  (By  Mr.  Obenour  continuing) :  Now,  as  I 
understand  it,  when  you  prepared  Mr.  Forster's  re- 
turns, you  would  compute  the  profit  for  the — net 
profit  for  the  year  of  Alpine  Dairy,  is  that  correct? 

A.  That  was  the  principal  item  of  his  return, 
plus  his  salary  at  the  Issaquah  Creamery  Company. 

Q.  Now,  the  Alpine  profit  would  be  computed 
from  the  ledger  which  you  maintained? 

A.     That  is  correct. 

Q.  And  then  you  would  get  the  W-2  return  from 
Issaquah  [3714]  for  his  salary? 

A.     As  a  rule,  yes. 

Q.  And  then  you  would  ask  Mr.  Forster  if  he 
had  any  other  outside  income? 

A.     That  is  correct. 

Q.  And  you  knew  he  had  no  other  W-2  forms  on 
any  of  these  returns? 

A.  I  didn't  know  unless  he  would  present  them 
to  me. 

Q.  Did  you  ever  file  any  other  W-2  forms  other 
than  the  one  for  the  Issaquah  Creamery? 

A.  That  was  not  my  duty  to  prepare  them.  I 
attached  the  form  with  the  return. 

Q.  Did  you  ever. attach  a  W-2  form  with  any 
return  you  prepared  for  Mr.  Forster  other  than  the 
one  from  Issaquah  Creamery? 

A.     I  believe  that  is  the  only  one,  as  I  remember. 
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Q.  So  that,  to  your  knowledge,  he  had  no  other 
income  from  a  regular  salary? 

A.     That  is  my  recollection,  yes. 

Q.  And  then  he  had  a  certain  amount  of  other 
income  which  was  dividends  and  interest  given  to 
you  in  one  figure,  I  believe? 

A.     One  or  two  figures,  possibly  three. 

Q.  There  were  no  1099's  that  you  included  in 
any  [3715]  of  your  returns,  were  there? 

A.  There  may  have  been.  I  haven't  any  recol- 
lection of  them  right  now. 

The  Court:    What  was  the  return'? 

Mr.  Obenour:  1099,  the  form  for  other  payments 
from  corporations. 

Q.  (By  Mr.  Obenour) :  And  you  knew  he  had 
no  draw,  or  taken  no  money  out  from  any  of  these 
companies,  principally  Issaquah  or  Alpine,  did  you  ? 

A.     I  believe  that 

Mr.  LeSourd:  Just  a  moment,  your  Honor.  I 
will  object  to  that,  including  Alpine.  It  is  not  a 
company.  I  object  to  the  form  of  the  question. 

Q.  (By  Mr.  Obenour)  :  He  had  a  drawing  ac- 
count at  Alpine  and  Issaquah? 

A.  If  he  drew,  there  was  an  account  for  him, 
yes. 

Q.  Would  you  check — well,  was  there  a  draw- 
ing account  at  Alpine  Dairy? 

A.  If  I  recollect  correctly,  there  was  a  number 
of  income  tax  payments  made  for  Mr.  Forster, 
charged  to  his  personal  account  in  the  Alpine  Dairy 
ledger. 


1654  Hans  Forster  vs. 

(Testimony  of  L.  Hicks  Taylor.) 

Q.  And  that  would  be  on  the  ledger  you  main- 
tained? [3716]  A.    Yes. 

Q.  And  that  would  be  the  only  money,  then,  that 
he  would  have  taken  out  of  Alpine  Dairy  and 
cashed,  to  your  knowledge? 

A.     That  is  correct. 

Q.  And  you  would  check  that  drawing  account 
before  preparing  your  returns  ? 

Mr.  LeSourd:  Well,  if  the  Court  please,  I  will 
object  to  that.  It  is  an  individual  proprietorship. 
It  is  irrelevant  and  immaterial  to  this  case.  Objec- 
tion overruled  on  that  ground. 

Do  you  have  the  question  in  mind? 

The  Witness:    I  am  not  positive. 

The  Court:    Mr.  Reporter,  read  the  question. 

(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

A.  The  drawing  account  always  appeared,  the 
ledger  account  appeared,  so  that  I  could  pick  off 
the  income  tax  payment  items  from  it,  yes. 

Q.  (By  Mr.  Obenour)  :  So  that  you  would  know 
he  had  received  no  other  money  in  cash  in  that  year 
from  Alpine  Dairy  other  than  the  payment  for  in- 
come tax?  A.     As  far  as  I  know,  yes. 

Q.  And  would  you  check  the  drawing  account 
for  [3717]  Issaquah  Creamery  Company  before  you 
would  prepare  the  Issaquah  Creamery  Company 
return? 

A.  If  the  ledger  account  showed  any  withdraw- 
als I  would  have  it  before  me. 

Q.     Would  you  check  it? 
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A.    What  do  you  refer  to,  by  "check  it"? 

Q.  Did  you  ever  examine  your  ledger  for  Mr. 
Forster 's  drawing  account  to  see  whether  or  not  he 
had  received  any  cash  from  Issaquah  Creamery 
charged  to  his  drawing  account1? 

A.     The  ledger  would  show  it,  if  he  did. 

Q.  Was  there  ever  any  draw  by  Mr.  Forster 
from  Issaquah  Creamery  in  the  years  1945  to  1949? 

A.  I  don't  believe  I  could  say  for  certainty  with- 
out seeing  the  ledger.  It  is  my  opinion  there  was 
not. 

Q.  So,  then,  to  your  knowledge,  the  only  cash 
money  that  Mr.  Forster  would  actually  receive  in 
any  year  from  1945  to  1949  would  be  the  salaries  he 
received  from  Issaquah  Creamery,  $18,000  a  year, 
and  the  dividend  and  interest  figure  he  would  give 
to  you?  A.     That  is  correct. 

Q.     So  that  would  be  the  entire  income? 

A.     That  is  ri^ht. 

Q.  And  included  in  his  tax  return  would  be  the 
net  [3718]  profit  of  Alpine  Dairy,  which  did  not 
mean  cash  to  him,  but  money  left  in  the  company, 
is  that  correct?  A.     That  is  correct. 

Q.  So  that,  during  the  years  1945  to  1949,  his 
returns,  while  they  would  show  considerably  greater 
income,  he  actually  was  receiving  approximately 
$20,000  a  year  in  cash  to  him? 

A.  I  don't  know  whether  I  understand  your 
question. 

Q.     The  eighteen  thousand  plus   dividends   and 
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interest  would  be  about  twenty  thousand  a  year, 

average,  that  he  would  take  out  in  cash? 

A.     As  near  as  I  can  recollect,  yes. 

Q.  And  computing  Issaquah  Creamery  Com- 
pany's return,  as  I  understand  it,  you  would, 
through  the  years, — through  the  months  in  the  year 
— get  certain  figures  from  Mr.  Erickson  from  the 
books  he  kept  and  enter  them  on  your  ledger? 

A.    That  is  correct. 

Q.  And  from  your  ledger,  you  would  work  on  a 
work  sheet  and  compute  the  tax  return  for  Issa- 
quah Creamery  Company?  A.     Yes,  sir. 

Q.  And  do  it  in  pencil  and  make  your  regular 
corrections  [3719]  that  way? 

A.     That  is  correct. 

Q.  Would  you  ever  go  into  the  books  of  Issa- 
quah Creamery  Company  that  were  maintained  by 
Mr.  Erickson  for  any  matter  in  the  preparation  of 
the  tax  returns  of  Issaquah  Creamery  Company? 

A.  I  did  not  audit  the  books  of  Issaquah  Cream- 
ery Company. 

Q.  Now,  in  these  other  returns  that  you  pre- 
pared, Apex — and  I  believe,  Mr.  Keck  would  pre- 
pare those  returns,  and  you  would  go  over  them? 

A.     I  would  peruse  them  a  little,  yes. 

Q.  And  Simonson  and  Forster  and  Finstad  and 
Utgard,  you  would  receive  in  a  similar  manner  as 
Issaquah's  figures,  from  the  books  and  post  to  the 
ledger  and  then  make  the  returns  for  those  com- 
panies .;  A.     That  is  correct,  yes. 
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Q.  And  yon  wouldn't  go  into  the  books  for  the 
preparation  of  those  returns'? 

A.     I  would  not  andit  the  books,  no. 

Q.  And  Renton  Ice  and  Ice  Cream,  you  would 
get  figures  from  Mr.  Schneider  and  the  bookkeeper? 

A.    Yes. 

Q.  And  post  to  your  ledger  and  make  your  re- 
turn? [3720]  A.    Yes. 

Q.  And  you  wouldn't  go  into  the  books  of  Ren- 
ton Ice  and  Ice  Cream  then  for  the  preparation  of 
your  return?  A.     No. 

Q.  And  you  would  prepare  Mr.  Schneider's  re- 
turn? 

A.  From  his  W-2's  and  information  he  fur- 
nished. 

Q.     And  Mr.  Egeness's  return? 

A.     The  same  way. 

Q.    And  Mr.  Forster's  daughters'  return? 

A.    Yes,  from  W-2's. 

Q.     And  what  income  were  they  receiving? 

A.  I  do  not  recollect  what  their  income  was,  at 
the  present  time. 

Q.  It  was  income  they  had  received  from  Issa- 
quah  Creamery? 

A.     From  Issaquah  Creamery. 

Mr.  LeSourd:  Just  a  moment.  I  will  object 
to  this  as  improper  cross-examination,  your  Honor. 
We  did  not  go  into  those  matters  on  direct  because 
they  are  not  involved  in  this  case,  and  not  a  part 
of  the  income  that  is  alleged  by  the  Government  to 
have  resulted  in  evasion.  [3721] 
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The  Court:    I  don't  know  the  purpose. 

The  Witness:    It  was  income 

Mr.  Obenour:     Prepared  by 

The  Court:  (Interposing)  What  is  the  purpose 
of  it  > 

Mr.  Obenour:  The  general  affiliation  of  this  man 
with  the  entire  over-all  picture  of  Mr.  Forster  and 
his  enterprises,  which  also  include  the  preparation 
of  tax  returns  for  individuals. 

The  Court:     I  will  sustain  the  objection. 

Q.  (By  Mr.  Obenour)  :  And  finally,  Arctic  Gar- 
dens, which  you  have  discussed,  you  also  prepared 
from  your  books?  A.     Yes,  sir. 

Q.  How  would  you  make  sure  you  would  in- 
clude all  the  income  of  Mr.  Forster?  Did  you  make 
any  investigation  at  all?  A.     I  did  not. 

Q.    You  simply  accepted  his  ideas? 

A.     I  accepted  his  figures. 

Q.  Now,  this  matter  of  the  bank  interest,  you 
knew  he  had  savings  accounts? 

A.  I  knew  he  had  some  savings  account,  or  one 
saving  account,  at  least. 

Q.     What  saving  account  were  you  aware  of? 

A.     The  one  at  the  Issaquah  Bank. 

Q.     The  one  at  the  Issaquah  Bank? 
A.     Yes. 

Q.  Is  that  his  personal  account? 

Q.  Yes,  his  personal  savings  account. 

Q.  Were  you  aware  of  its  contents  at  that  time  ? 

A.  No,  not  particularly. 
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Q.  Well,  were  you  aware  of  one  hundred  thous- 
and dollars  of  account  198  at  any  time? 

A.     Not  as  to  any  amounts,  no. 

Q.     You  never  knew  what  the  amounts  were? 

A.     I  never  knew  that  any  balances  were. 

Q.  And  Peoples  Bank,  did  you  know  he  had 
an  account  at  Peoples  Bank? 

A.  I  have  a  recollection  of  him  mentioning  in 
1948  or  '9  that  he  had  an  account  there. 

Q.  You  had  attended  meetings  regularly  with 
Mr.  Forster  with  Mr.  Donaldson  concerning  loans 
and  so  forth? 

A.  I  occasionally  attended  meetings.  I  never 
negotiated  a  loan  or  sat  in  the  final  negotiation  on 
any  loans. 

Q.  Did  Mr.  Donaldson  and  Mr.  Forster  ever 
discuss  the  account  he  had  with  Peoples  Bank  at 
the  time  [3723]  you  were  present? 

A.     I  haven't  any  recollection  of  it. 

Q.  Did  they  ever  discuss  any  amounts  he  had 
on  deposit  at  Peoples  Bank? 

A.     I  don't  have  any  recollection  of  it. 

Q.  Did  they  ever  differentiate  between  his  per- 
sonal savings  account  at  Peoples  Bank  and  the  Al- 
pine Account  at  Peoples  Bank? 

A.     I  am  not  sure  I  understand  what  you  are 

Q.  (Interposing)  Did  you  know  that  the  Alpine 
Dairy  had  an  account  at  Peoples  Bank? 

A.  Absolutely,  yes.  That  was  where  this  money 
was  deposited  from  Alpine  Dairy. 

Q.     You  knew  about  that  one? 
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A.     J  knew  they  had  the  account  there,  yes. 

Q.     And  you  knew  the  balance  in  that  account? 

A.     No. 

Q.  Would  you  know  the  balance  of  the  account 
for  Alpine  Dairy  that  was  kept? 

A.  The  Alpine  ledger  would  show  the  balance 
each  month,  yes. 

Q.  And  you  were  aware,  then,  that  Mr.  Forster 
had  his  personal  account  in  addition  to  that  ac- 
count ? 

A.     A  personal  account  besides  the  Alpine  Dairy  ? 

Q.     Yes.  [3724] 

A.     Are  you  referring  to  a  savings  account? 

Q.     That  is  right. 

A.    Yes,  I  knew  that  he  had  a  savings  account. 

Q.  Did  you  know  he  had  an  account  at  the  Ren- 
ton  Bank  ?  A.     No,  I  did  not. 

Q.  You  knew  Renton  Ice  Cream  had  an  account 
there  ? 

A.     Yes,  the  Renton  Company  had  their  account. 

Q.     Rut  you  didn't  know  he  had  his  account? 

A.     I  did  not. 

Q.  Did  you  know  that  he  had  an  account  at  the 
Greenwood  Seattle-First  National? 

A.     I  did  not. 

Q.  You  say  you  would  get  a  figure  that  would 
be  the  interest  when  you  would  prepare  the  tax 
return  ? 

A.     He  would  furnish  me  the  figure,  yes. 

Q.  Do  you  remember  Mr.  Forster's  testimony 
that  when  you  would  be  at  his  place  for  lunch,  he 
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would  give  you  interest  figures  from  his  Account 

198  from  time  to  time? 

A.  I  am  afraid  that  that  is  not  so.  Any  interest 
figures  he  gave  me,  he  gave  me  at  the  plant.  I  never 
discussed  his  affairs  at  home. 

Q.  Now,  you  say  you  thought  that  this  was  net 
[3725]  interest? 

A.  That  was  the  intention,  yes,  of  his  figures  that 
he  gave  me. 

Q.     What  do  you  mean  by  "net  interest"  ? 

A.  Well,  he  probably  paid  interest  out  and  re- 
ceived interest. 

Q.  Paid  interest — pardon  me,  paid  interest  out 
for  what? 

A.     Well,  I  wouldn't  know. 

Q.  Well,  why  would  you  think  he  would  pay  in- 
terest out? 

A.  Well,  he  had  borrowings.  The  Arctic  Gar- 
dens loan  was  in  existence. 

Q.     You  were  aware  of  loans  that  he  made? 

A.     Not  all  of  them,  no. 

Q.  Weren't  most  of  his  loans  made  by  the  com- 
panies and  he  simply  signed  as  an  endorser? 

A.     That  I  could  not  answer  definitely. 

Q.  Were  you  present  at  Peoples  when  they  were 
negotiated  ? 

A.  I  don't  believe  that  I  ever  wTas  present  when 
a  loan  was  actually  completed  at  the  Peoples  Bank. 

Q.     Were  you  there  when  it  was  negotiated? 

A.  I  have  been  there  when  there  was  discussion, 
but  not  negotiated.  [3726] 
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Q.  All  right.  In  these  discussions,  were  you  ever 
present  when  it  was  determined,  that  the  loan 
would  be  to  the  company  with  Mr.  Forster  simply 
signing  as  endorser,  or  security? 

A.     That  I  cannot  remember. 

Q.     You  cannot  remember?  A.     No. 

Q.  There  would  be  no  interest  charged  to  Mr. 
Forster  if  he  was  simply  surety  on  a  loan,  would 
there  ? 

A.  He  was  endorser.  Whatever  company  made 
the  loan  would  pay  the  interest,  yes. 

Q.     So  that  he  would  not  pay  that  interest? 

A.     Not  necessarily,  no. 

Q.  And  the  only  personal  loan  you  say  you  can 
recall  is  the  one  to  Arctic  Gardens? 

A.  It  is  the  only  one  I  had  personal  contact 
with. 

Q.  And  you  say  you  still  believe  this  was  a  net 
figure  he  was  giving  you? 

A.     That  is  correct. 

Q.  When  did  you  discuss  this  with  Mr.  Forster 
as  to  the  net  figure  of  interest? 

A.  Usually  at  the  time  of  preparing  tax  re- 
turns. [3727] 

Q.  Will  you  explain  what  you  meant  by  "net 
interest"? 

A.     I  meant  his  net  earned  interest. 

Q.     Did  you  explain  that  to  Mr.  Forster? 

A.  Well,  I  imagine  that  I  did  at  the  time.  I  just 
don't  recollect. 

Q.     When  did  you  explain  this  to  Mr.  Forster? 
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A.     You  refer  to  "explanation" 

Q.     (Interposing)     When 

A.  (Continuing)  The  taxpayer  usually  is  in- 
formed enough  about  his  interest  earnings  to  give 
a  man  the  correct  net  interest  that  he  has  earned. 

Q.     Did  you  discuss  net  interest  with  Mr.  Forster  ? 

A.  It  was  not  necessary  for  me  to  discuss  net 
interest  with  Mr.  Forster.  I  asked  him  to  give  me 
the  interest  that  he  had  earned  during  the  year. 

Q.  And  interest  that  he  had  earned  during  the 
year  would  mean  to  you  that  the  man  was  deduct- 
ing the  interest  on  loans'? 

A.     That  would  be  correct,  yes. 

Q.     Why  would  Mr.  Forster  know  this? 

A.     He  should  know  it. 

Q.     Why?  A.     All  taxpayers  know  it. 

Q.     All  taxpayer  know  it?  [3728] 

A.     They  should,  yes. 

Q.  And  then,  is  it  a  fact  on  the  tax  returns 
aren't  there  places  which  differentiate  interest  paid 
on  loans  as  apart  from  the  other  breakdown  of  in- 
terest which  shows  interest  earned  ? 

A.  Yes,  when  you  are  analyzing  the  tax  return, 
the  interest  that  shows  in  the — on  the  face  of  the 
return  is  interest  earned. 

On  page  3  of  Form  1040,  there  is  a  situation 
that  exists  where  there  is  a  standard  deduction. 
The  standard  deduction,  if  a  man  earns  over  ten 
thousand  dollars,  he  is  allowed  one  thousand  dollars. 
If  he  has  real  estate  interest — real  estate  taxes, 
donations  and  miscellaneous  earnings,  medical  ex- 
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penses,  and  they  develop  over  one  thousand  dollars, 

he  can  take  a  greater  deduction  than  the  standard 

deduction. 

That  is  interest  on  outside  holdings,  such  as  real 
estate.  Not  on  any  business  loans  of  any  type. 

Q.  Well,  if  he  made  these  loans  himself,  they 
wouldn't  be  business  loans,  would  they? 

A.  They  would  be  business,  as  far  as  he  is  con- 
cerned. 

Q.  Mr.  Forster  always  took  a  standard  deduc- 
tion? [3729] 

A.  They  would  be  business  as  far  as  he  is  con- 
cerned. 

Q.  Mr.  Forster  always  took  a  standard  deduc- 
tion? 

A.     It  is  my  recollection  that  he  did. 

Q.  How  would  you  then  know  whether  he  had 
any  personal  interest  or  not  that  he  paid  out? 

A.  He  probably  would  not  give  me  any  interest 
on  real  estate  or  chattel  mortgages. 

Q.     Why  not? 

A.     Because  he  probably  didn't  have  any  of  those. 

Q.     Didn't  have  any? 

A.     I  don't  know.  He  might  have  had. 

Q.     Did  you  ask  him? 

A.     I  don't  know  that  I  did. 

Q.  Is  there  any  place  on  the  tax  return  that 
calls  for  a  showing  of  net  interest  where  that 
figure  is  entered? 

A.     I  think  on  the  first  page  of  1040  it  shows 
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interest  on   the    Pace  of  a  return?  Do  you  have  a 

copy  of  it?  We  can  display  it. 

Q.     Personal  return? 

A.     Yes.  May  we  have  the  return  to  look  at  it? 

Q.     Handing  you  Exhibit  1. 

(Whereupon,  exhibit  was  handed  to  the  wit- 
ness by  Mr.  [3730]  Obenour. 

A.  Item  3,  on  the  face  of  the  return,  opposite 
"your  income",  "Enter  here  total  amount  of  your 
dividends,  interest,  including  interest  from  Govern- 
ment obligations  unless  wholly  exempt  from  taxes." 

Q.  "Unless  already  exempt  from  taxes".  Now, 
does  that  mean  deducting  the  interest  you  pay  for 
a  loan? 

A.  The  intent  of  this  return  is  for  you  to  report 
your  net  interest  received. 

Q.     That  says  "net  interest"? 

A.     It  says  "interest". 

"Enter  here  total  amount  of  dividends  and  in- 
terest"  

Q.  And  on  page  3,  it  says  "Enter  interest  paid 
on  loans"? 

A.  There  is  no  descriptive  point  on  the  interest 
on  page  3  of  this  return. 

Q.  And  you  still  say  Mr.  Forster  should  know 
you  meant  net  interest,  and  should  deduct  the  cost 
of  the  loans  from  interest  shown  to  you? 

A.     I  certainly  do. 

Q.  And  you — calling  your  attention  to  page  2, 
item  12,  what  is  that  item,  please,  on  Exhibit  3? 

Item  12  on  page  2.  What  is  that  item,  please? 
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A.  That  is  the  interest  that  in  the  operating  of 
a  business 

Q.     (Interposing)     What  does  it  say,  please? 

A.     Item  12,  interest  on  business  indebtedness. 

Q.  Now,  how  can  you  prepare  the  tax  return  for 
Mr.  Forster  by  receiving  a  net  figure,  as  you  de- 
scribed, of  the  interest  earned,  deducting  the  cost 
of  interest  paid? 

A.  For  the  simple  reason  that  he  is  supposed 
to  be  keeping  some  record  of  his  interest  received, 
and  his  interest  paid  out. 

Q.     He  didn't  give  you  those  figures,  did  he? 

A.     He  didn't  give  me  an  itemized  list,  no. 

Q.  How  can  you  prepare  the  tax  return  for  Mr. 
Forster  without  having  a  breakdown  of  interest 
received  and  interest  paid  out? 

A.  The  return  does  not  call  for  a  summary  of 
the  interest  received  and  paid  out. 

Q.  There  is  an  item  for  interest  on  business  af- 
fairs— there  was  an  item  on  page  3  for  interest  paid 
for  personal 

A.  (Interposing)  May  I  explain  a  little  bit  of 
that  ?  Mr.  Forster  operates  the  Alpine  Dairy,  which 
[3732]  requires  a  capital  structure.  All  businesses 
require  a  capital  structure,  and  many  times  it  is 
necessary  in  their  operations  to  obtain  money  from 
banks  to  maintain  a  purchasing  power.  That  interest 
is  strictly  a  business  interest  of  the  Alpine  Dairy. 
Mr.  Forster's  savings  bank  accounts,  any  loans  he 
makes  outside  of  Alpine  Dairy,   are  his  personal 
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bookkeeping  problem,  and  they  come  from  his  book- 
keeping, not  from  the  Alpine  Dairy  account. 

Does  that  clear  up  the  point  of  this  interest  on 
item  12? 

Q.  Well,  the  interest  that  Alpine  Dairy  would 
have  would  be  included  in  the  net  profit  figure,  that 
you  would  include  in  the  tax  return? 

A.  And,  if  you  will  notice  in  this  schedule  at- 
tached to  the  return  here,  that  the — that  we  have 
wages,  rent,  light,  power,  truck  expense,  office  ex- 
pense, advertising,  industrial  insurance,  licenses,  in- 
terest in  the  amount  of  $3,118.95. 

Q.  So  that  business  interest  then  of  Mr.  For- 
ster  would  not  be  included  in  the  figure  he  would 
give  you?  A.     That  is  correct. 

Q.  And  then  wre  come  back  again:  what  is  the 
basis  under  which  you  believed  Mr.  Forster  was  de- 
ducting [3733]  the  cost  of  loans  in  the  figure  he 
would  give  you  for  interest? 

What  interest  did  you  believe  he  was  deducting? 

A.     The  interest  he  was  paying  out. 

Q.     Do  you  know  of  any? 

A.  Not  to  my  knowledge.  I  never  checked  into 
his  personal  affairs. 

Q.  Did  you  ever  discuss  net  interest  at  any  time 
with  Mr.  Forster? 

A.  That  was  always  what  I  asked  him  for,  his 
net  interest. 

Q.     Did  you  explain  net  interest  to  him? 

A.  Well,  I  don't  recollect  ever  going  into  great 
detail  about  it. 
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Q.     Does  item  3  call  for  net  interest,  or  interest  ? 

Mr.  LeSourd:  Objected  to  as  repetitious,  your 
Honor. 

The  Court:    Objection  sustained. 

Q.  (By  Mr.  Obenour)  :  Now,  on  Exhibit  279, 
that  is  the  identified  items  of  unreported  income  of 
Mr.  Hans  Forster,  prepared  by  Mr.  Holtberg,  we 
have  for  1945  additional  dividends  and  interest, 
$10,808.41.  You  knew  nothing  [3734]  about  any  of 
these  items?  A.     I  did  not. 

Q.  Included  here  are  personal  loans.  You  knew 
nothing  about  those?  A.     I  did  not. 

Q.     Pickering  loan. 

A.     I  knew  nothing  of  the  Pickering  loan. 

Q.  There  is  an  item  here,  Arctic  Gardens, 
$723.21.   Did  you  know  about  that? 

A.    I  knew  about  it.  I  wrote  the  check  to  him. 

Q.     Why  wasn't  it  included? 

A.     I  assumed  it  was. 

Q.     You  assumed  it  was?  A.    Yes. 

Q.     Yet,  you  did  not  check? 

A.     I  was  not  keeping  his  books. 

Q.  And  then  in  1946,  we  have  an  item  of  $6,- 
194.62  additional  interest.  You  knew  nothing  about 
that?  A.     I  did  not. 

Q.  1947,  $5,742.44  additional  interest.  You  knew 
nothing  about  that  ?  A.I  did  not. 

Q.  You  declared  in  that  year  $1600  and  it  was 
actually,  according  to  Mr.  Holtberg's  computation, 
[3735]  $7300.  Less  than  one-fourth  declared  in  that 
year.  You  knew  nothing  about  that? 


United  States  of  America  1669 

(Testimony  of  L.  Hicks  Taylor.) 

A.     I  did  not. 

Q.  Similarly,  in  1948,  $4,641  undeclared  inter- 
est. You  knew  nothing  about  those  ?  A.     No. 

Q.  And  in  1949,  $5,337.35  of  undeclared  interest, 
consisting  of  2,  4,  6,  8,  10,  12,  14,  16,  18,  22,  24,  25 
personal  loans,  savings  account,  Government  bonds, 
and  the  Issaquah  Creamery  Company  loan.  You 
knew  nothing  about  those? 

A.  Part  of  those  must  have  been  on  the  tax  re- 
turn, the  Government  bonds. 

Q.  You  believe  you  had  included  the  Govern- 
ment bonds? 

A.  If  you  would  show  me  the  exhibit,  I  might — 
or  the  tax  return — it  might  clarify  it. 

Q.  This  exhibit  shows  you  show  on  your  return 
$3,418. 

A.     It  is  here  then,  and  taken  care  of,  yes. 

Q.     That  includes  the  Government  bonds? 

A.     That  included  the  Government  bonds,  yes. 

Q.  You  were  aware  of  the  Issaquah  Creamery 
Company  loan? 

Mr.  LeSourd:  Just  a  moment.  From  whom  to 
[3736]  whom? 

Q.  (By  Mr.  Obenour  continuing) :  The  loan  of 
Mr.  Forster  to  Issaquah  Creamery  Company.  I  be- 
lieve you  prepared  the  loan,  did  you? 

A.     In  what  way? 

Q.  Physically  prepared  the  note  that  represented 
the  loan?  A.     I  did  not. 

Q.     You  did  not?  Were  you  aware  of  the  loan? 

A.     It  would  appear  in  my  ledger  if  I  was. 
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Q.  Were  you  aware  that  Mr.  Forster  loaned 
money  to  Issaquah  Creamery  Company  in  1945  that 
was  carried  throughout  the  entire  1945  to  1949 
period  1 

Mr.  LeSourd:  Objected  to  as  repetitious  and  ar- 
gumentative. 

The  Court:    Objection  overruled. 

A.  The  ledger  shows  notes  payable,  I  believe,  of 
fifty  thousand  dollars.  Am  I  right  on  the  amount? 

Q.    Yes. 

A.  But  unless  I  was  told  I  would  assume  it  was 
from  the  Peoples  Bank. 

Q.  Did  you  know  Mr.  Forster  loaned  Issaquah 
Creamery  Company  fifty  thousand  dollars? 

A.     I   cannot   recollect   whether   he   did   or   not. 

Q.  But  you  knew  that  there  was  a  loan  then  of 
fifty  thousand  dollars'? 

A.  The  ledger  showed  a  loan  of  fifty  thousand 
dollars. 

Q.     That  would  be  the  interest,  would  it  not? 

A.     To  the  what? 

Q.     To  the  bank.  A.    Yes. 

Q.  And  interest  would  be  paid  then  to  Peoples 
— to  the  bank,  whichever  bank  loaned  the  money? 

A.    Yes. 

Q.     Or  to  Mr.  Forster?  A.    Yes. 

Q.  And  in  1945,  they  paid  $3600  to  Mr.  Forster. 
Did  you  know  that?  A.     I  did  not. 

Q.     $1,850  in  1946.  You  didn't  know  that? 

A.     I  have  no  information  about  it. 

Q.     $1,000  in  1947  and  $3,000  in  1948,  and  $2,927 
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in    1949.  Was  there  testimony  you  prepared  that 

note?  Do  you  recall  Mr.  Forster  so  testifying? 

A.    Yes,  but  I  did  not  prepare  that  note. 

Q.    You  did  not  prepare  that  note? 

A.    No. 

Q.  Did  you  include  the  Directors'  fees  Mr. 
[3738]  Forster  received? 

A.     If  he  gave  them  to  me,  I  did. 

Q.     You  knew  he  was  serving  as  a  director? 

A.     Yes,  I  knew  he  was  serving  as  a  director. 

Q,     Would  that  be  included  in  his  net  interest? 

Mr.  LeSourd:    Objected  to,  your  Honor. 

Directors'  fees  wouldn't  be  interest.  I  object  to 
the  form  of  the  question. 

The  Court:  He  may  answer.  It  would  seem  that 
way,  but  the  witness,  I  assume,  can  explain  that. 

A.  He  never  explained  to  me  that  he  had  any 
Directors'  fees,  or  ever  gave  me  those  figures  sep- 
arately. 

Q.    You  never  entered  an  item  of  Directors'  fees  ? 

A.     I  did  not. 

Q.  So  that  the  only  way  it  could  be  was  in  this 
net  interest?  A.     I  presume  so,  yes. 

Q.  Is  that  included  in  your  idea  of  net  interest 
now  ?  A.     No. 

Q.  Why  didn't  you  ask  him  about  Directors' 
fees? 

A.    I  asked  him  for  all  his  income.  [3739] 

Q.  You  felt  you  had  no  duty  above  making  this 
return  out? 
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A.  A  taxpayer  has  a  greater  duty  to  the  account- 
ant than  the  accountant  has  to  the  taxpayer. 

A  taxpayer  knows  what  he  earns,  and  should 
wilfully  give  the  information  to  the  accountant. 

Q.  And  the  accountant  should  prepare  the  tax 
return  truthfully  to  the  best  of  his  knowledge? 

A.     That  is  right. 

Q.  And  if  you  have  knowledge  that  Mr.  Forster 
also  received  Directors'  fees,  should  that  be  in- 
cluded ? 

A.  I  did  not  have  knowledge  that  Mr.  Forster 
w7as  receiving  directors'  fees. 

Q.     You  knew  he  was  a  Director  I 

A.    I  did. 

Q.    And  you  knew  Directors  received  fees? 

A.  And  I  knew  that  that  bank  for  many  years 
couldn't  afford  to  pay  directors'  fees. 

Q.     You  never  asked  him? 

A.     I  didn't  ask  him,  no. 

Q.  You  didn't  ask  him  then  about  any  details,  is 
that  correct? 

A.     I  expected  him  to  prepare  it  for  me. 

Q.  You  took  a  figure  of  net  interest  and  in- 
cluded in  your  mind  directors'  fees?  [3740] 

A.     I  don't  know.  I  can't  tell  you  that. 

Q.  Now,  stock  dividends — you  included  stock 
dividends  in  the  tax  returns  from  information  you 
received  at  the  end  of  the  year  from  Jordan  and 
Company,  is  that  correct?  A.     Yes. 

Q.  And  that  information  was  supplied  by  Jor- 
dan and  Company? 
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A.  Is  I  understand  it,  Mr.  Jordan  made  him  a 
complete  copy  which  shows  attached  to  the  return. 

Q.  So  that  you  included  all  the  items  of  com- 
mercial stock  that  he  owned? 

A.     I  made  an  effort  to  report  it  correctly. 

Q.  And  then,  in  these  figures  that  we  have  gone 
into  on  279,  the  interest  on  personal  loans  was  not 
ever  included  then  to  your  knowledge? 

A.     Why 

Q.  (Interposing)  In  other  words,  we  went  into 
this  additional  figures  of  interest,  do  you  recall? 

A.    Yes. 

Q.  And  those  consist  of  an  addition  to  the  com- 
mercial stock  that  paid  dividends,  and  interest  and 
returns  of — there  was  not  included  then  the  interest 
on  personal  loans  made  by  Mr.  Forster? 

A.     Not  to  my  knowledge.  [3741] 

Q.  The  corporation  prepared  1099  to  the  Gov- 
ernment for  payment  of  stock  dividends,  do  they 
not?  A.     Many  do,  yes. 

Q.  And  those,  then,  go  to  the  Government  for 
comparison  with  the  tax  returns  submitted  by  the 
taxpayer  ? 

A.     That  is  my  understanding  of  it,  yes. 

Q.  However,  a  private  individual  borrowing 
money  from  Mr.  Forster  would  make  no  return  to 
the  Government  for  interest  paid  to  Mr.  Forster, 
would  he?  A.     I  doubt  it. 

Q.  Why  is  it,  then,  that  you  included  on  the  tax 
return  of  Mr.  Forster  only  those  items  of  interest 
and  dividends  of  which  the  Government  did  have 
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notice  and  did  not  include  those  of  which  the  Gov- 
ernment would  have  no  notice? 

Mr.  LeSonrd:  Objected  to.  Conclusion  and  ar- 
gumentative. 

The  Court:    Objection  sustained. 

Q.  (By  Mr.  Obenour  continuing) :  Why  were 
only  the  commercial  stock  dividends  shown  which 
were  reported  to  the  Government?  [3742] 

Mr.  LeSourd:  Object  to  the  form  of  that  ques- 
tion. The  testimony  shows  he  asked  for  dividends 
and  interest,  and  put  down  whatever  figures  were 
given. 

The  Court:    I  will  overrule  the  objection. 

The  Witness:  Would  you  repeat  the  question, 
please  ? 

The  Court:    Mr.  Reporter,  read  the  question. 
(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

A.  If  my  recollection  is  correct,  Mr.  Forster 
gave  me  his  dividends  from  the  Washington  State 
Bank  and  Mr.  Jordan  listed  the  other  dividends  on 
his  report  and  those  were  the  ones  reported  on  the 
return. 

Q.  (By  Mr.  Obenour) :  Why  were  not  the  per- 
sonal loans  included? 

Mr.  LeSourd:  Objected  to  as  repetitious,  your 
Honor. 

The  Court:  Objection  sustained.  You  mean  in- 
terest? You  said  "loans". 

Q.  (By  Mr.  Obenour  continuing) :  Interest  on 
loans. 
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The  Court:     Objection  sustained. 

Q.  (I>y  Mr.  Obenour  continuing) :  How  about 
farm  rental?  You  [3743]  knew  that  Mr.  Forster 
owned  a  farm? 

A.     Oh,  yes;  I  knew  he  owned  a  farm. 

Q.    You  knew  he  built  a  barn?  A.     Yes. 

Q.  It  took  about  eight  months  to  build,  accord- 
ing- to  the  testimony.  Were  you  aware  on  this  date 
that  the  barn  was  being  built? 

A.     I  was  not. 

Q.     But  you  were  aware  it  was  built? 

A.     Yes,  I  had  an  invitation  to  the  barn  dance. 

Q.     How  did  you  believe  it  was  being  paid  for? 

A.     I  didn't  know. 

Q.  You  had  no  knowledge  how  it  was  being  paid 
for?  A.     I  did  not. 

Q.  Did  you  think  it  was  Mr.  Forster 's  personal 
property?  A.     Yes. 

Q.  Did  you  know — you  knew  Mr.  Forster  wasn't 
living  on  it?  A.     That  is  true. 

Q.     You  knew  it  was  being  occupied  by  someone  I 

A.     No,  I  didn't  know  that. 

Q.    You  knew  it  wasn't  vacant? 

A.     I  didn't  know  that,  either. 

Q.  You  believe  then  Mr.  Forster  would  have 
[3744]  built  a  barn  on  a  farm  and  leave  it  vacant? 

A.     That  I  don't  know. 

Q.     You  never  heard  it  discussed? 

A.     No. 

Q.     You  never  picked  the  barn  up  for  deprecia- 
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tion  purposes  as  a  capital  asset  at  any  time,  did 

you  ? 

A.     I  didn't  know  anything  about  it. 

Q.     You  knew  he  had  a  barn? 

A.  Yes,  I  was  invited  to  the  barn  dance.  Didn't 
I  tell  you? 

Q.  Why  didn't  you  ask  Mr.  Forster  about  how 
it  should  be  handled  for  depreciation? 

A.  My  own  experience  with  barns  has  always 
been  they  ran  in  the  red,  so  that  I  don't  imagine  I 
gave  it  much  thought. 

Q.     Ran  in  the  red? 

A.  Yes.  My  farm  situation  runs  in  the  red  all 
the  time. 

Q.    Do  you  have  yours  rented? 

A.     No,  I  have  not. 

Q.     You  knew  where  Mr.  Forster's  farm  was? 

A.  I  haven't  the  slightest  idea  where  his  farm 
was. 

Q.     You  never  heard  it  discussed?  [3745] 

A.     Not  from  an  income  standpoint,  no. 

Q.     But  you  did  hear  it  discussed? 

A.     I  was  invited  to  the  barn  dance. 

Q.  And  past  the  barn  dance,  that  is  all  you 
know  about  the  farm?  A.     Yes. 

Q.  And  the  fact  it  was  paid  for  out  of  expenses 
of  Issaquah  Creamery  never  came  to  your  attention 
at  any  time?  A.     It  did  not. 

Q.  And  the  fact  that  Mr.  Forster  received  regu- 
lar rentals,  going  as  high  as  fifty  dollars  a  month, 
never  came  to  your  attention  at  any  time? 
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A.     It  did  not. 

Q.  And  it  never  came  to  your  mind  that  this 
farm  should  be  rented,  and  depreciated  off  the 
rental  ? 

A.  Mr.  Forster's  personal  assets  never  came  to 
my  attention. 

Q.     When  did  you  find — when  did  you  find  out? 

Mr.  LeSourd:    I  will  object  as  repetitious. 

Mr.  Obenour:  I  am  just  asking  for  a  date,  if 
the  Court  please. 

The  Court:     Is  that  all  you  want,  the  date? 

Mr.  Obenour :    Yes,  sir. 

A.    I  do  not  recollect.  [3746] 

Q.  (By  Mr.  Obenour)  :  It  was  prior  to  the  time 
you  made  a  statement  to  Mr.  Eppler? 

A.     Oh,  yes;  within  the  past  five  years,  I  think. 

Q.  You  did  make  a  statement  to  Mr.  Eppler,  I 
think,  on  May  16,  1951,  in  this  building,  in  the  pres- 
ence of  Mr.  LeSourd  and  Mr.  O'Leary  and  Mr. 
Eppler?  A.     Yes,  I  had  such  a  meeting. 

Q.  Now,  I  will  ask  you  if  you  were  asked  this 
question,  and  if  you  made  this  answer: 

"Did  you  know  that  Mr.  Forster  owned  a  farm 
on  which  he  derived  income  ? 

"Answer:     I  did  not." 

Did  you  make  that  statement  and  answer  ? 

A.     Yes. 

Q.  When  did  you  find  out  he  did  have  this  farm, 
before  or  after  this  statement? 

A.     After  this  statement. 
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Q.  You  found  out  after  this  statement  he  had 
a  farm? 

A.  Let  me  correct  you.  So  far  as  income  is  con- 
cerned on  the  farm. 

Q.  And  you  knew,  according  to  the  statement 
[3747]  you  made  to  Mr.  Eppler,  you  knew  about 
the  farm,  but  didn't  know  about  the  income? 

A.     That  is  correct. 

Q.     And  now,  you  know  about  the  income? 

A.     Well,  it  has  been  discussed  here. 

Q.  Well,  these  eight  corporations  and  companies 
that  have  entered  into  this  trial:  Apex  Farms,  you 
were  secretary-treasurer  of  that  company? 

A.     I  was  so  acting. 

Q.  And  Alpine  Dairy  was  a  private  company 
and  you  were  the  accountant  on  that? 

A.     That  is  correct. 

Q.  Simonson  and  Forster,  you  served  as  Secre- 
tary-Treasurer ? 

A.     I  believe  I  was  only  acting  secretary  there. 

Q.  Renton  Ice  and  Ice  Cream,  you  were  secre- 
tary-treasurer ? 

A.     Acting  secretary-treasurer. 

Q.    You  were  secretary- treasurer  ? 

A.     Acting,  yes. 

Q.     There  were  no  others?  A.     No. 

Q.  Arctic  Gardens,  you  were  secretary-  [3748] 
treasurer  ? 

A.  I  actually  was  secretary-treasurer  of  Arctic 
Gardens. 

Q.  Issaquah  Creamery  Company,  you  were  sec- 
retary-treasurer ? 
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A.     No,  I  was  acting  secretary. 

Q.     Daisy  Ice  Cream? 

A.  Never  had  any  connection  with  Daisy  Tee 
Cream. 

Q.     Alpine  Ice  Cream? 

A.     I  was  acting  secretary  and  treasurer  there. 

Q.     Daisy  later  became  Alpine? 

Mr.  LeSourd:     I  object. 

The  Court :    I  didn't  get  the  last  question. 

Mr.  Obenour:     Daisy  later  became  Alpine. 

Q.  (By  Mr.  Obenour  continuing) :  The  busi- 
ness of  Daisy  was  later  taken  over  by  Alpine  Ice 
Cream  ? 

A.  The  operating  end  of  the  ice  cream  business 
was  taken  over  by  the  Alpine  Ice  Cream  Company, 
Incorporated. 

Q.  And  Alpine  Ice  Cream  Company,  Incorpo- 
rated, you  were  secretary-treasurer  there  ? 

A.     I  was  acting  secretary-treasurer,  yes. 

Q.  Finstad  and  Utgard,  you  were  secretary- 
[3749]  treasurer  there  ? 

A.     I  was  acting  in  that  capacity  there. 

Q.  When  you  say  "acting",  there  was  none  other 
than  yourself  as  secretary-treasurer  in  any  of  these 
companies  ? 

A.  When  I  say  "acting",  I  was  only  acting  at 
the  pleasure  of  the  owner  of  the  business.  I  had  no 
stock  interest  and  did  not  function  as  a  secretary- 
treasurer,  only  for  the  signing  of  papers. 

Q.  You  simply  signed  without  knowing  any- 
thing further  than  that? 

Mr.  LeSourd:    Objected  to  as  argumentative. 
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The  Court:     Objection  overruled. 

A.  I  don't  believe  I  get  your  answer  clear,  Mr. 
Obenour. 

The  Court:    Mr.  Reporter,  read  the  question. 
(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

A.  (Continuing) :  I  usually  looked  the  articles 
over  that  I  signed. 

Q.  (By  Mr.  Obenour) :  All  of  the  duties  there 
were  as  secretary-treasurer  in  all  of  the  seven  cor- 
porations in  which  Mr.  Forster  had  an  interest,  you 
performed  ? 

A.  Performing  the  operation  of  Treasurer  of  a 
[3750]  company  is  a  very  broad  structure.  A  treas- 
urer of  a  corporation  who  is  actually  functioning 
as  a  treasurer  receives  somewhat  the  same  compen- 
sation as  the  president  does,  and  he  handles  all  the 
funds  and  lias  charge  of  them,  and  I  did  not  have 
charge  of  any  of  the  funds  of  any  of  these  corpora- 
tions. 

Q.     Who  was  president  of  these  corporations? 

A.     Mr.  Forster  was  president  of  part  of  them. 

Q.  Did  he  receive  any  pay  from  any  of  them 
as  president?  A.     Not  always. 

Q.     Did  he  receive  pay? 

A.     But  he  did  have  executives  who  did  receive. 

Q.  Did  Mr.  Forster  receive  pay  of  any  corpora- 
tion as  president? 

A.  He  did  from  Issaquah  Creamery  Company, 
eighteen  thousand  dollars  a  year. 

Q.     Were  there  any  others? 
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A.     T  do  not  recollect,  right  now. 
Q.     So  then  the  duties  of  president  could  not  be 
measured  by  the  pay  received,  could  they  >. 

A.    And  similarly  the  position  of  secretary-treas- 
urer fits  the  same. 

Q.     Exactly ;  so  that  you  could  not  measure  your 
duties  by  the  amount  of  money  received?  [3751] 
A.    Yes,  I  could. 
Q.    You  could? 

A.     Because  I  did  not  receive  any  money  as  an 
officer. 

Mr.  Obenour:  It  is  recess  time. 
The  Court:  Ladies  and  Gentlemen  of  the  Jury: 
We  will  now  take  the  mid-morning  recess.  The 
Court  calls  your  attention  to  the  admonition  given 
you  on  similar  occasions  and  asks  that  you  heed  it 
on  this  occasion.  You  may  now  be  excused. 

(Whereupon,    the    Jury    retired    from    the 
courtroom.) 

(Whereupon,  at  11:02  o'clock  a.m.  a  recess 
was  had  in  the  within-entitled  and  numbered 
cause  until  11:15  o'clock  a.m.  April  14,  1954, 
at  which  time,  Counsel  and  Defendants  here- 
tofore noted  being  present,  the  following  pro- 
ceedings were  had,  to-wit:) 
The  Court :     You  may  call  the  Jury. 

(Whereupon,  the  Jury  was  returned  to  the 
courtroom.) 
The  Court:    You  may  be  seated. 
It  is  stipulated  that  the  Jury  and  all  defendants 
are  present  in  the  courtroom? 
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Mr.  Griffin:    Yes,  your  Honor. 

Mr.  Moriarty:     Yes,  your  Honor.  [3752] 

The  Court:    You  may  proceed,  Mr.  Obenour. 

Q.  (By  Mr.  Obenour) :  These  eight  companies 
were  all  separate  companies  in  themselves,  weren't 
they?  A.     Separate  operations. 

Q.  Separate  operations;  I  think  you  said  Mr. 
Forster  was  president,  and  you  were  secretary  and/ 
or  treasurer  and  they  had  general  managers  in  each 
of  those  companies,  is  that  correct? 

A.  As  I  recollect,  Renton  Ice  and  Ice  Cream 
Company,  Mr.  Schneider  was  president.  Simonson 
and  Forster,  Mr.  Simonson  was  president. 

Q.  Those  two  were  also  general  acting  managers 
of  those  corporations? 

A.  They  were  the  general  managers;  and  Mr. 
Egeness  was  vice-president  at  Finstad  and  Utgard, 
and  general  manager;  Mr.  Chapman,  I  believe,  was 
either  vice-president  or  president  at  Apex  Farms, 
and  general  manager;  and  Mr.  Forster  then  was 
president  of  Alpine  Ice  Cream  Company,  Incor- 
porated, and  Issaquah  Creamery  Company,  Incor- 
porated, and  he  owned  the  Alpine  Dairy. 

Q.  Mr.  Schneider  had  no  business  dealings  at 
all  other  than  the  management  of  the  Renton  Ice 
and  Ice  Cream?  A.     That  is  right.   [3753] 

Q.  He  had  nothing  to  do  with  the  affairs  of  Si- 
monson and  Forster?  A.     That  is  right. 

Q.     Or  any  other  company? 

A.     That  is  right. 

Q.    And  he  had  no  occasion  to  deal  with  either 
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Mr.  Egeness  or  Mr.  Simonson  or  Mr.  Chapman,  or 

any  of  the  others  that  yon  have  mentioned  '. 

A.  Well,  the  Renton  Ice  and  Ice  Cream  deall 
with  the  Issaqnah  Creamery  Company  and,  I  be- 
lieve, the  Alpine  Dairy,  too. 

Q.  But  Mr.  Schneider  had  no  business  dealings 
personally,  or  otherwise,  with  any  of  the  other  men 
you  mentioned? 

A.     No,  each  one  was  a  separate  operation. 

Q.  And,  similarly,  Mr.  Egeness  and  Mr.  Simon- 
son,  each  with  their  own  company1? 

A.     That  is  correct. 

Q.  And  not  had  any  contact  with  other  than 
themselves?  A.     Not  any  material  contact. 

Q.  And  similarly  with  Mr.  Keck,  his  job  was 
strictly  confined  to  Apex  Farms? 

A.     Keck  was  the  bookkeeper  at  Apex  Farms. 

Q.     He  had  nothing  to  do  with  any  of  the  others  ? 

A.     No. 

Q.  The  only  contact  was  that  Apex  Farms 
bought  certain  supplies  from  Issaquah  Creamery 
Company  for  which  checks  were  written? 

A.     That  is  as  far  as  I  know,  yes. 

Q.  And  they  sent  milk  checks  for  the  difference 
between  the  regular  price  and  the  surplus  price? 
They  bought  the  milk  from  Finstad  and  Utgard  and 
sent  the  check  to  Issaquah? 

A.  They  were  purchasing  back  and  forth  by  each 
other — from  each  other. 

Q.  But  that  was  the  extent  of  their  dealings; 
there  was  no  personal  contact  between  them? 
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A.     That  is  correct. 

Q.  None  of  these  companies  ever  declared  any 
dividends  at  any  time,  did  they? 

A.     Not  during  my  experience  with  them,  no. 

Q.  Yet,  from  the  evidence,  it  is  true,  is  it  not, 
that  Mr.  Forster  got  money  from  each  one  of  these 
companies  that  was  concealed? 

Mr.  LeSourd:  Object  to  the  form  of  the  ques- 
tion. 

The  Court:     Objection  sustained. 

Q.  (By  Mr.  Obenour  continuing)  :  It  is  true,  is 
it  not,  that  [3755]  Mr.  Forster  received  money  in 
some  form  from  each  of  these  companies? 

A.     He 

Mr.  LeSourd  (Interposing) :  Just  a  moment, 
your  Honor.  I  will  object  to  it  unless  the  companies 
are  specified. 

Mr.  Obenour:  Each  of  the  eight  companies  I 
mentioned. 

The  Court:  I  think  it  is  clear  he  is  speaking  of 
the  eight  companies.  Objection  overruled. 

A.  (Continuing):  He  received  money  from  Puy- 
allup,  which  has  been  explained,  and  also  from 
Renton  which  has  been  explained. 

Q.  (By  Mr.  Obenour)  :  Didn't  he  receive  money 
from  each  of  these  companies  which  have  been  gone 
into  in  the  evidence,  so  far,  in  some  form? 

A.  As  far  as  the  evidence  is  concerned,  I  believe 
that  is  so. 

Q.    And  isn't  it  true,  also,  that  this  money  that 
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he  received  from  each  of  these  companies  was  not 

reported  by  you  upon  the  tax  returns? 

Mr.  LeSourd:  I  will  object  to  that,  your  Honor, 
as  assuming  it  should  have  been  reported,  whatever 
he  received.  [3756] 

Mr.  Obenour:  The  fact  it  was  or  wasn't,  if  the 
Court  please 

The  Court:     (Interposing)  Objection  overruled. 

A.  I  don't  believe  I  understand  your  question 
on  that. 

Mr.  Obenour:  Would  you  read  the  question, 
please,  Mr.  Reporter? 

The  Court:  You  might  read  the  question,  Mr. 
Reporter,  and,  Mr.  Taylor,  if  you  do  not  under- 
stand it  as  phrased,  you  may  so  state. 

The  Witness:    Yes. 

(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

A.  The  schedule  that  Mr. — that  the  man  pre- 
sented, shows  a  lot  of  added  income.  Is  that  the 
question  you  are  trying  out? 

Q.  (By  Mr.  Obenour) :  Well,  do  you  under- 
stand ?   Do  you  want  me  to  rephrase  it  ? 

A.     I  wish  you  would. 

Q.  He  did  receive  money  from  each  of  these 
companies 

Mr.  LeSourd:  (Interposing)  Just  a  moment.  I 
will  object  here,  your  Honor,  unless [3757] 

The  Court:  (Interposing)  You  are  speaking 
about  income  now? 
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Mr.  Obenour:  Money  in  some  form  as  shown  by 
the  evidence. 

Mr.  LeSourd :  It  isn't  clear  whether  he  is  asking 
the  witness  to  testify  what  he  heard  at  the  trial  or 
knew  at  the  time.  The  question  is  completely  am- 
biguous. 

Mr.  Obenour:  He  stated  that  he  knows  he  has 
received  money  in  some  form.  I  am  attempting  to 
go  back  and  ask  the  witness  if  this  same  money 
was  not  reported. 

The  Court:  I  think  we  should  clarify  it  so  that 
we  will  know  what  the  witness  is  talking  about,  as 
well  as  counsel,  so  that  I  will  sustain  the  objection 
as  to  the  form  of  the  question.   It  is  vague. 

Q.  (By  Mr.  Obenour  continuing) :  You  heard 
the  evidence  presented,  Mr.  Taylor? 

A.     Through  the  case,  yes. 

Q.  And  it  is  true,  is  it  not,  that  Mr.  Forster 
received  money  in  some  form  from  each  of  these 
eight  companies,  and  we  can  elaborate  it — we  will, 
as  we  go  on. 

Mr.  LeSourd:    Objection.  [3758] 

The  Court:    I  will  sustain  the  objection. 

Q.  (By  Mr.  Obenour  continuing)  :  Did  you  take 
part  in  a  plan  of — with  Mr.  Forster  and  Mr.  Erick- 
son  for  the  evasion  of  taxes  of  Mr.  Forster  and 
Issaquah  Creamery  Company? 

Mr.  LeSourd:  Objected  to  as  repetitious.  He 
asked  the  same  question  yesterday. 

Mr.  Obenour :    I  will  ask  it  again,  too. 

Mr.  Griffin :    May  the  question  be  read  1 
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The  Court:    Mr.  Reporter,  read  the  question. 

(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

Mr.  Griffin:  I  object  to  the  form  of  that  ques- 
tion, because  it  assumes  a  plan  between  Mr.  For- 
ster  and  Mr.  Erickson. 

The  Court:  That  is  the  same  question  that  was 
asked  yesterday,  in  substance. 

Mr.  Obenour:    Yes. 

The  Court:  And  the  Court's  sustained  objection 
to  it. 

Mr.  Obenour:    I  don't  believe  so. 

Mr.  Griffin:  It  was  answered  yesterday,  but  it 
didn't  have  this  assumption  in  it. 

The  Court:  It  strikes  me  as  being — are  you  ask- 
ing [3759]  whether  he  admits  the  guilt,  or  not? 

Mr.  Obenour:    Yes,  sir. 

The  Court:    He  pleaded  not  guilty. 

Mr.  Obenour:  Yes,  sir.  I  asked  him  if  he  took 
part  in  any  plan,  from  the  testimony  he  heard,  did 
he  take  part  in  any  way  in  evading  the  taxes  of 
Mr.  Porster  and  Issaquah  Creamery  Company. 

The  Court:    I  will  sustain  the  objection. 

Q.  (By  Mr.  Obenour) :  Mr.  Keck  kept  the 
books  at  Apex  Farms,  is  that  correct? 

A.    Yes. 

Q.  And  I  believe  you  testified  that  you  deter- 
mined that  his  system  set  up  was — he  was  all 

Mr.  Obenour:    Strike  the  question. 

Q.  (By  Mr.  Obenour  continuing)  :  You  testi- 
fied, I  believe,  Mr.  Taylor,  as  to  the — as  to  Mr. 
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Keck — how  did  you  describe  him? — his  caliber  of 

his  work? 

A.    I  have  forgotten  now  what  I  said. 

Q.    But  you  did 

Mr.  LeSourd:  (Interposing)  I  will  object  to  this 
as  repetitious. 

The  Court:  I  don't  know  what  you  are  getting 
at,  Mr.  Obenour.   You  may  proceed.  [3760] 

Q.  (By  Mr.  Obenour  continuing) :  You  deter- 
mined the  competency  of  Mr.  Keck  at  the  time 
Apex  Farms  was  formed,  did  you  not? 

Mr.  LeSourd:  Objected  to  as  irrelevant  and 
immaterial  and  repetitious. 

The  Court:    Objection  sustained. 

Mr.  Obenour:  If  the  Court  please,  it  is  prelimi- 
nary to  the  testimony  that  he  had  yesterday — sim- 
ply going  back  to  that  testimony.  We  can't  neces- 
sarily show  each  one  of  these  positions  in  the  same 
continuous  order.  We  will  have  to  break  apart,  and 
at  which  time  there  will  be  questions  put  to  refer 
back  to  the  previous  testimony. 

The  Court:  Of  course,  you  used  language  and 
say  he  determined  the  competency.  You  are  assum- 
ing something  testified  to,  and  I  don't  think,  if  it 
is  objected  to 

Mr.  Obenour:  (Interposing)  If  the  Court  please, 
I  asked  whether  he  described  the  caliber  of  Mr. 
Keck,  and  he  said  he  couldn't  remember,  and  I  was 
attempting  to  paraphrase  his  testimony. 

The  Court:    I  will  sustain  the  objection. 
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Q.  (By  Mr.  Obenour)  :  Did  you  testify  as  to  the 
competency  of  Mr.  [3761]  Keck?  A.    Yes. 

Q.     And  how  did  you  determine  his  competency1? 

Mr.  LeSourd:  Objected  to  as  irrelevant  and  im- 
material, and  to  the  form  of  the  question,  gone  over 
before. 

The  Court:  You  mean,  how  did  he  determine 
that?  Is  that  material? 

Mr.  Obenour:  Yes,  sir.  I  am  going  back  to  the 
testimony  of  the  witness  yesterday.  It  is  simply 

The  Court:  (Interposing)  If  he  can  explain  it, 
the  Court  will  overrule  the  objection. 

The  Witness :    Do  you  desire  me  to  answer  f 

The  Court:  Yes.  I  understand  the  substance  of 
the  question  is  how  you  arrived  at  or  how  did  you 
explain  your  answer  when  you  testified  you  found 
him  to  be  competent? 

A.  Mr.  Keck  was  quite  a  thorough  dairy  man 
and  the  system  he  had  established  at  the  Apex 
Dairy  of  an  operation  from  six  to  ten  routes  seemed 
xovy  efficient  to  me,  and  I  didn't  see  any  reason  for 
changing  the  system. 

Q.  (By  Mr.  Obenour) :  Did  you  determine  him 
to  be  competent?  [3762]  A.     Yes. 

Q.  And  did  you  determine  that  he  was  honest 
in  his  work?  A.     So  far  as  I  know. 

Q.  He  reported  everything  that  went  into  Apex 
Farms  in  the  form  of  receipts,  and  also  of  expendi- 
tures? A.    As  far  as  I  know. 

Mr.   LeSourd:     Objected   to   as   irrelevant,   and 
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assuming  that  the  witness  knows  every  receipt  was 

reported. 

Mr.  Obenour:  So  far  as  he  knows;  within  his 
knowledge,  was  the  question. 

The  Court:    I  believe  he  answered  the  question. 

The  Witness:    Yes. 

Mr.  LeSourd:    I  didn't  get  the  answer. 

The  Court:    Do  you  want  it  read? 

Mr.  LeSourd:    I  would  like  to  have  it  read. 

The  Court:    Mr.  Reporter,  read  the  answer. 

(Whereupon,  preceding  answer  was  read  by 
the  reporter.) 

Q.  (By  Mr.  Obenour) :  Now,  the  money  that 
Mr.  Forster  received  from  Apex  Farms  was  in  the 
form  of  diverted  checks  from  Apex  [3763]  Farms 
to  Issaquah  Creamery;  do  you  recall  that  evidence, 
Exhibit  142?  Handing  you  Exhibit  142,  which  has 
been  identified  as  checks  of  Apex  Farms  payable 
to  Issaquah  Creamery  Company  and  which  were 
deposited  to  the  personal  savings  account  of  Mr. 
Forster,  198,  did  you  hear  that  testimony? 

A.    Yes. 

Q.  And  that  was  the  form,  then,  of  the  money 
that  Mr.  Forster  received  from  Apex  Farms ;  would 
you  say  that  that  was  correct? 

A.    If  the  checks  were  deposited. 

Q.  Yes,  that  was  the  testimony  of  previous  wit- 
nesses. Is  that  correct,  that  that  was  the  form  of 
the  money  that  Mr.  Forster  received  from  Apex 
Farms  ? 
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Mr.  LeSourd:  I  will  object  to  the  form  of  the 
question,  your  Honor. 

He  answered  the  factual  matter  that  he  heard 
the  testimony. 

The  Court:  Do  you  understand  the  question,  Mr. 
Taylor? 

The  Witness:  I  am  trying  to  determine  what 
he  is  trying  to  ask  me. 

The  Court:  I  suggest  you  might  rephrase  the 
question,  Mr.  Obenour. 

Q.  (By  Mr.  Obenour  continuing)  :  Exhibit  142 
reports  $25,048  of  [3764]  checks  payable  to  Issa- 
quah  Creamery  Company,  which,  according  to  the 
testimony,  was  deposited  to  198. 

Do  you  agree  then  that  that  was  the  money  that 
Mr.  Forster  received  from  Apex  Farms? 

Mr.  LeSourd:  Objected  to  as  irrelevant,  what 
he  agrees;  immaterial. 

The  Court:    Objection  sustained. 

Q.  (By  Mr.  Obenour  continuing)  :  Do  you  have 
any  statement  to  make  contesting  the  fact  that  Mr. 
Forster  received  these  checks  from  Apex  Farms? 

Mr.  LeSourd:    Object  to  the  form  of  that. 

The  Court:    Objection  sustained. 

Q.  (By  Mr.  Obenour  continuing) :  Can  you 
make  any  statement  concerning  the  receipt  of  those 
checks  by  Mr.  Forster? 

Mr.  LeSourd:    May  we  have  that  question  read? 

The  Court:    Mr.  Reporter,  read  the  question. 

(Whereupon,  preceding  question  was  read  by 
the  reporter.) 
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Mr.  LeSourd :    I  think  it  was  "did  you." 

Q.  (By  Mr.  Obenour  continuing) :  Can  you 
make  any  statement  now  concerning  the  receipt  of 
those  checks  by  Mr.  Forster? 

Mr.  LeSourd:    Same  objection.  [3765] 

The  Court:    Objection  sustained. 

Mr.  Obenour:  If  the  Court  please,  they  went 
into  the  examination. 

The  Court:  It  isn't  material  whether  he  can 
make  any  statement. 

Q.  (By  Mr.  Obenour  continuing) :  Did  you 
have  any  knowledge  that  those  checks  were  being 
deposited  to  198?  A.     I  did  not. 

Q.  They  were  normal  business  checks,  so  far  as 
you  knew,  in  the  affairs  of  Apex  Farms'? 

A.     As  far  as  I  know. 

Q.  Did  you  examine  the  books  to  determine  that 
they  were  written? 

A.     I  did  not.   I  did  not  audit  the  books. 

Q.     Did  you  know  that  they  were  written  at  all? 

A.     I  did  not. 

Q.  Were  W-2's,  or  1099's,  prepared  for  any  of 
those  checks?  A.     I  have  no  knowledge. 

Mr.  LeSourd:  Your  Honor,  I  will  object,  as- 
suming they  should  have  been. 

Mr.  Obenour:  Whether  they  should  or  should 
not  have  been,  the  question  is,  were  there?  [3766] 

Q.  (By  Mr.  Obenour  continuing)  :  If  there  was 
any,  explain. 

Mr.  LeSourd:  A  question  like  this,  your  Honor, 
carries  the  implication  that  they  should  have  been, 
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and  if  he  wants  to  ask  whether  W-2's  should  have 
been  prepared  for  an  ordinary  business  transaction 
of  this  sort,  we  can  do  so. 

The  Court :  What  was  the  form  of  this  question, 
Mr.  Reporter? 

(Whereupon,  the  following  was  read  by  the 
reporter :) 

"Q.  Were  W-2's,  or  1099's,  prepared  for  any  of 
those  checks? 

"A.     I  have  no  knowledge. 

"Q.     If  there  was  any,  explain." 

The  Court:    Do  you  wish  to  strike  it? 

Mr.  Obenour:  We  move  to  strike — it  was  an- 
swered. 

Q.  (By  Mr.  Obenour) :  The  other  privately 
owned  business  of  Alpine  Dairy,  Mrs.  Wilcox  kept 
the  books  at  that  concern? 

A.     She  was  office  manager,  yes. 

Q.     And  was  responsible  for  the  bookkeeping? 

A.     Responsible  for  it,  yes. 

Q.  I  believe  you  testified  from  time  to  time  you 
would  have  dealings  with  the  manner  in  which  she 
kept  [3767]  the  books? 

A.  Mrs.  Wilcox  and  I  installed  the  system  in 
1931  that  was  used  down  there. 

Q.  Did  you  have  occasion  to  determine  whether 
she  was  competent? 

Mr.  LeSourd:  Objected  to,  your  Honor,  as  irrel- 
evant and  immaterial. 

Mr.  Obenour :  If  the  Court  please,  the  man  testi- 
fied that  the  accountant  received  figures  from  these 
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various  bookkeepers.    Certainly  it  would  be   rele- 
vant as  to  whether  or  not  he  received  figures  that 
were  prepared  accurately. 

The  Court:  Well,  the  objection  is  overruled.  Do 
yon  have  the  question  in  mind'? 

The  Witness:  As  I  understand  the  question,  he 
wanted  to  know  if  I  thought  Mrs.  Wilcox  was 
competent  ? 

Mr.  Obenour :    Yes. 

The  Witness:     (Continuing) to  do  her  work. 

A.  I  always  felt  that  she  was  very  competent 
to  do  her  work. 

Q.  (By  Mr.  Obenour) :  Did  you  have  any  occa- 
sion to  believe  that  she  was  not  honest  in  her  work? 

A.     I  did  not. 

Q.  So  far  as  you  know,  no  occasion  did  she  not 
report  any  proper  receipts  of  the  company?  [3768] 

A.     I  had  no  knowledge  of  her  not  doing  it. 

Q.  And  her  work  was  connected  strictly  with 
the  bookkeeping  of  the  receipts  rather  than  the  ex- 
penditures of  Alpine,  is  that  correct? 

A.     Might  I  explain  the  Alpine  a  little  bit? 

The  Court:  Get  the  question.  Do  you  have  the 
question  in  mind,  and  then  if  you  wish  to  answer, 
you  may. 

The  Witness:    Yes. 

A.  I  answer  the  question  "yes,"  but  the  Alpine 
Dairy  was  more  or  less  like  a  branch.  It  operated 
the  sales,  and  the  acceptance  of  the  revenues  of 
the  business,  the  receipts,  all  came  to  Alpine  and 
were  deposited  in  the  Peoples  Bank.   The  disburse- 
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merits  of  that  bank  account  were  all  made  at  Issa- 

quah,  like  a  branch  institution. 

Q.  (By  Mr.  Obenour)  :  Well,  Mrs.  Wilcox  was 
responsible  then  for  keeping  track  of  all  monies 
received  by  Alpine? 

A.  Monies,  recording  accounts  receivable,  and 
depositing  the  funds  to  the  bank. 

Q.  And  she  did  so  to  the  best  of  your  knowl- 
edge ? 

A.  To  the  best  of  my  knowledge,  she  did  all  of 
it. 

Q.  Mr.  Eriekson  was  responsible  at  the  Issaquah 
office  [3769]  for  the  expenditures  of  Alpine  Dairy, 
is  that  correct  ? 

A.     He  was  office  manager  at  Issaquah. 

Q.  And  under  his  supervision,  all  expenditures 
were  made  for  Alpine  Dairy? 

A.     So  far  as  I  know. 

Q.  And  the  records  were  kept  at  Alpine — the 
expenditure  records  of  Alpine  were  kept  under 
Mr.  Eriekson 's  supervision  at  Issaquah? 

A.    Yes. 

Q.  Now,  there  was  testimony  that,  you  recall, 
the  Time  Oil  receipts  chargeable  to  Alpine  in  the 
amount  of  $9,629 — do  you  recall  that  testimony? 

Mr.  LeSourd:  May  I  ask,  your  Honor,  what 
counsel  means  by  "chargeable  to  Alpine"? 

Mr.  Obenour :  As  I  understand,  there  is  a  break- 
down of  the  total  receipts :  some  used  by  Alpine  and 
some  by  Issaquah,  and  all  distributed. 

Mr.  LeSourd:    You  mean  income? 
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Mr.  Obenour:  It  was  distributed  in  the  receipts, 
some  part  of  it  from  the  gasoline  used  by  Alpine 
and  for  that  by  Issaquah  Creamery  Company,  a 
breakdown  of  approximately  $9,000  to  $2,000. 

The  Court:  Nine  thousand  to  Alpine,  is  that 
what  you  are  referring  to?  [3770] 

Mr.  Obenour:    Yes. 

Mr.  LeSourd:    Very  well,  your  Honor. 

Q.  (By  Mr.  Obenour)  :  You  heard  that  testi- 
mony? A.     I  don't  recall  the  amount. 

Q.     You  heard  that  there  was  Time  Oil  receipts? 

A.     Yes,  but  I  cannot  recollect  any  amounts. 

Q.  Would  this  be  properly  entered  on  the  books 
of  Alpine  of  reducing  the  cost,  or  at  least  being 
considered  income  of  Alpine? 

A.  If  it  was  a  rebate,  it  should  have  reduced 
the  expenses  of  Alpine. 

Q.     Was  this  done? 

.A.     That  I  do  not  know. 

Q.  According  to  the  testimony,  it  was  deposited 
directly  to  the  account  of  198.  To  your  knowledge 
of  the  operation  of  Alpine  Dairy,  who  would  be 
responsible  for  this  money  being  properly  entered 
on  the  books  of  Alpine  Dairy? 

A.  If  the  funds  over  were  in  Mrs.  Wilcox's 
hands,  they  wont  into  the  bank. 

Q.  And  who  would  be  responsible,  from  your 
knowledge  of  Alpine  Dairy,  that  this  money  should 
be  taken  upon  the  books  of  that  company? 

A.    Well,  whoever  received  it.  [3771] 

O.     And   if  the  testimonv  was  that  Mr.  Forster 
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received  it,  then  yon  say  it  would  be  his  responsi- 
bility that  it  should  be  reported? 

A.  It  should  have  been  reported  to  Mrs.  Wilcox, 
so  that  it  could  be  deposited. 

Q.  And  similarly,  there  was  testimony  of  the 
diversion  of  checks  payable  to  Alpine  Dairy  in  the 
approximate  amount  of  $21,700  which,  according  to 
the  testimony,  were  not  recorded  on  the  books  of 
Alpine  but  went  into  account  198.  Do  you  recall 
that  testimony? 

A.  I  remember  something  but  it  is  not  clear  to 
my  mind,  the  amount. 

Mr.  LeSourd:  Excuse  me.  Which  checks  are 
these,  may  I  inquire? 

The  Court:  The  checks  aggregating  twenty-one 
thousand  ? 

Mr.  Obenour:    Yes,  $21,700. 

Mr.  LeSourd:    Tt  is  a  little  ambiguous. 

The  Court:  T  understand  you  are  breaking  this 
down,  are  you,  Mr.  Obenour? 

Mr.  Obenour:  Yes,  sir.  That  included  Exhibits 
66,  66-A,  67,  67-A,  and  broken  down  by  years  if 
you  desire. 

Mr.  LeSourd:    Which  companies? 

Mr.  Obenour:  These  were  checks  payable  [3772] 
to  Alpine  Dairy,  which  were  diverted  to  198. 

Mr.  LeSourd:    From  whom? 

Mr.  Obenour:     Various  drawers. 

The  Court:  They  are  covered  entirely  by  these 
exhibits,  is  that  it? 

Mr.  Obenour:    Yes,  sir. 
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Mr.  Griffin:  If  the  Court  please,  Counsel  is  not 
a  witness  in  this  case.  It  is  what  the  witness  on 
the  stand  knows.  We  don't  know  whether  Counsel's 
breakdown — there  is  no  evidence  of  his  breakdown. 
Counsel  sitting  at  this  table  for  three  months  don't 
know  if  his  breakdown  is  correct. 

I  object  to  the  form  of  the  question. 

The  Court:  Objection  is  sustained  to  the  ques- 
tion. Now,  Mr.  Obenour  is  in  the  process  of  formu- 
lating another  question.   Is  that  it? 

Mr.  Obenour:    Yes,  sir. 

Q.  (By  Mr.  Obenour) :  We  have  one,  two, 
three,  four,  five,  six,  seven,  eight,  nine,  ten,  eleven 
exhibits,  all  of  which  are  a  series  of  checks.  For 
the  purpose  of  saving  time,  it  has  been  computed 
before. 

Mr.  Obenour:  If  they  want  to  take  the  time 
now 

The  Court:  (Interposing)  I  think  you  should 
refer  [3773]  to  the  exhibits. 

Mr.  Obenour:     Yes,  sir. 

Mr.  LeSourd:  And,  if  your  Honor  please,  these 
are  discount  checks  from  various  sources  chargeable 
to  Alpine  Dairy. 

The  Court :  Well,  Mr.  Obenour,  if  you  will  frame 
a  question  now. 

Mr.  Obenour:    Yes,  sir. 

The  Court:  And  then,  if  there  is  an  objection, 
it  may  be  made. 

Q.  (By  Mr.  Obenour  continuing)  :  You  heard 
the  testimony,  did  you  not,  pertaining  to  Exhibits 
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66,  66-A,  67  and  67-A  which  were  primarily  dis- 
count checks  that  were  charged  as  expenditures  on 
the  books  of  Alpine  as  being  paid  as  discounts  to 
customers,  but  which  were  in  fact  returned  to  Issa- 
quah  and  then  deposited  in  Account  198.  Do  you 
recall  that  testimony1?  A.    Yes,  I  recall  it. 

Q.     And  do  you  recall 

Mr.  Obenour:  We  can  give  the  totals  by  months, 
or  add  them  up. 

Mr.  LeSourd:  That  is  all  right.  I  didn't  know 
what  you  were  talking  about.  [3774] 

Q.  (By  Mr.  Obenour  continuing)  :  And  we  have 
the  Northwest  Basketball  Tournament  check  in- 
cluded in  67,  equipment  sales  included  in  exhibit 
250,  check  of  Arctic  Gardens  in  exhibit  239,  and 
253,  and  checks  to  Cook  and  Grant,  124— $27,159 
in  my  calculation. 

You  heard  that  testimony? 

Mr.  Griffin:  Just  a  moment.  I  haven't  heard 
that  testimony.  I  object  to  the  form  of  the  question. 

The  Court:  The  form  of  the  question  is  im- 
proper, Mr.  Obenour,  insofar  as  you  include  in  it 
matters  that  aren't  testimony — that  aren't  in  evi- 
dence. 

Mr.  Obenour:    Pardon? 

The  Court:  The  Court  will  sustain  the  objection. 
You  have  to  reformulate  it,  if  you  wish  to  put  it. 

Mr.  Obenour:  I  would  ask  the  Court — the  way 
it  would  be — to  have  this  witness  add  that  up. 
Would  Counsel  accept  the  figures? 
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The  Court:  You  want  him  to  add  up  the  amount 
of  the  checks? 

Mr.  Obenour:  I  would  attempt  to  ascertain  that 
— the  total. 

Mr.  LeSourd:  The  totals  of  various  categories 
were  [3775]  given  on  Exhibit  279. 

The  Court :  Why  don't  you  refer  to  the  item  279, 
then?   Is  it  all  there? 

Mr.  Patten:  Yes,  sir;  at  least,  much  fewer  fig- 
ures to  total. 

Q.  (By  Mr.  Obenour  continuing)  :  Handing  you 
Exhibit  279,  the  computation  of  the  net  worth  for 
identified  items  of  Hans  Forster,  and  referring  to 
the  sections  of  interest  of  Alpine  Dairy  of  each  of 
those  years,  do  you  see  those  figures? 

Mr.  LeSourd:  You  are  referring  to  the  item 
"B,"  business  income? 

Mr.  Obenour:    I  believe  it  changes  year  to  year. 

A.    Dividends  and  interest? 

Q.  (By  Mr.  Obenour) :  Referring  now  to  busi- 
ness income,  Alpine  Dairy,  item  D  of  1945,  the  tes- 
timony was,  do  you  recall,  that  they  were  deposited 
to  198 ;  do  you  recall  that  ? 

Mr.  Cox:    All  of  the  items  in  "A"  and  "B"? 

Mr.  LeSourd:    I  will  object  to  that  question. 

Mr.  Obenour :    No,  that  includes  both  of  them. 

Q.  (By  Mr.  Obenour  continuing) :  The  checks 
received  of  Alpine  [3776]  Dairy,  discount  checks  in- 
cluded in  Item  "D,"  and  item  "E"  of  1946,  of  cash 
discount  checks,  sub-section  "C,"  "D,"  and  "E," 
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and  "F,"  1947,  paragraph  "E,"  sub-paragraph  "C," 

"D"  and  "E." 

Mr.  LeSonrd:  If  your  Honor  please,  may  I  say 
this?  If  the  object  of  Mr.  Obenonr  is  to  get  a  total 
of  certain  items  in  this  exhibit,  if  the  Government 
will  total  them  up  and  bring  in  the  total,  we  can 
shorten  time  by  agreeing  to  it. 

The  Court:  Well,  is  it  material  that  we  have 
the  total? 

Mr.  Griffin:  If  he  will  state  what  he  is  trying 
to  prove,  maybe  we  can  agree  to  it. 

Mr.  Obenonr :  That  was  my  first  question,  Coun- 
sel— it  was  the  fact  that  $21,000  was  not  deposited 
to  198  and  objection  was  made. 

Mr.  Griffin :  The  proper  question  is,  if  you  want 
him  to  testify  those  checks  were  or  were  not  depos- 
ited to  198 — it  has  been  stipulated  since  the  begin- 
ning of  the  trial  they  were — what  is  the  issue  ? 

Mr.  LeSourd:  Furthermore,  it  would  be  what 
this  witness  heard  at  the  trial. 

Mr.  Obenour :  That  was  the  question  put  to  him, 
if  he  heard  the  testimony. 

Mr.  Griffin :    That  would  be  immaterial.  [3777] 

The  Court:  Objection  to  those  were  all  sustained. 
AVhat  is  the  question  now? 

Q.  (By  Mr.  Obenour  continuing)  :  From  your 
knowledge,  Mr.  Taylor,  of  the  operation  of  Alpine 
Dairy,  whose  responsibility  was  it  that  these  books 
— that  these  checks  they  deposited  to  198  should  be 
recorded  on  the  books  of  Alpine  Dairy? 

Mr.  Griffin:    Well,  I  object  to  the  form  of  that 
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question.    Apparently  he  is  using  this  man  as  an 

expert  witness. 

Mr.  LeSourd:  Furthermore,  I  will  object  be- 
cause we  don't  know  what  checks  he  is  talking 
about.  There  may  be  a  difference.  Some  of  the 
checks  may  have  been  at  Issaquah,  and  some  at  the 
Seattle  office.   It  is  a  little  vague. 

The  Court.:  If  the  witness  understands  the  ques- 
tion and  can  answer  it,  he  may.  And  may  offer  an 
explanation,  if  he  desires. 

Yes? 

Juror  Number  Seven:  Is  the  jury  supposed  to 
know  what  the  question  is? 

The  Court:    The  presumption  is  that. 

Juror  Number  Seven:  It  is  hard  for  us  to  un- 
derstand the  question.    I  am  lost  in  the  question. 

The  Court:  I  think  that  is  a  matter  that  counsel 
should  bear  in  mind  in  asking  questions. 

Mr.  Obenour:    Yes,  sir. 

The  Court:  I  will  ask  the  witness  if  you  under- 
stand the  question,  Mr.  Taylor? 

The  Witness:    May  I  ask  this: 

As  I  understand  his  question,  he  wants  to  know 
who  was  responsible  to  see  where  these  checks  were 
deposited,  if  I  heard  his  question  correctly. 

The  Court:    If  you  know. 

A.     I  do  not  know. 

Q.  (By  Mr.  Obenour  continuing) :  Did  you 
have  knowledge 

The  Court:  (Interposing)  Just  a  moment.  If 
the  jury  should  be  confused  on  some  of  these  mat- 
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ters  and  feel  it  is  necessary  to  stop  and  ask  a  ques- 
tion and  suggest  a  question  be  put,  that  is  your 
privilege  if  you  wish. 

Juror  Number  Seven:    I  didn't  know  that. 

The  Court:  Generally  speaking,  you  can't  do 
that  or  we  would  never  finish,  but  if  you  feel  there 
is  something  you  want  to  know  about,  or  can't  un- 
derstand, if  you  will  indicate,  and  if  it  is  related 
to  the  matter  the  witness  is  testifying  about,  we  will 
do  so,  but  we  can't  go  on  that  way  as  a  [3779]  gen- 
eral proposition. 

Q.  (By  Mr.  Obenour  continuing) :  Did  you  have 
knowledge  that  any  of  these  checks  entered  into 
evidence  were  being  deposited  to  account  198  and 
not  properly  handled  on  the  books  of  Alpine  Dairy  ? 

A.     I  think  I  so  testified  that  I  did  not. 

Q.  Do  you  recall  the  testimony  of  Mr.  Eppler 
as  to  the  expenditures,  personal  expenditures,  of 
Mr.  Forster,  which  were  charged  as  the  expenses  of 
Alpine  Dairy? 

A.     I  remember  his  testimony,  yes. 

Q.  Who  was  the  person  responsible  for  the  man- 
ner in  which  those  expenditures  were  charged,  to 
your  knowledge  of  the  operation  of  Alpine  Dairy? 

A.    Well,  the  office  manager  at  Issaquah. 

Q.    And  that  was  whom? 

A.     Mr.  Erickson,  I  presume. 

Q.  Did  you  have  any  knowledge  that  any  of 
these  checks  were  being  so  charged  as  expenses? 

A.    I  did  not. 
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Q.  You  did  check  the  drawing  account  of  Mr. 
Forster  each  of  these  years  at  Alpine  Dairy? 

A.  I  did  not  check  the  drawing  account.  My 
ledger  account  showed  the  amounts  charged  to  Mr. 
Forster.  [3780] 

Q.     And  there  were  only  the  income 

A.     (Interposing)   Income  tax  payments. 

Mr.  Obenour:    217,18,19,21,22. 

(Whereupon,  documents  were  handed  to  Mr. 
Obenour  by  the  Clerk.) 

Q.  (By  Mr.  Obenour)  :  Simonson  and  Forster 
— there  were  two  girls  that  kept  the  books  there 
during  the  period  1945  to  1949,  is  that  correct,  Miss 
Corliss  and  Miss  Buchanan1? 

A.     I  believe  that  is  correct. 

Q.  You  discussed  the  bookkeeping  system  with 
them,  I  believe  you  stated? 

A.  They  were  taught  the  work  by  the  preceding 
girls,  and  if  there  was  any  problems,  they  generally 
discussed  them  with  me. 

Q.     They  did  discuss  problems  with  you? 

A.     To  some  extent,  yes. 

Q.  And  you  received  certain  information  from 
them  which  you  posted  on  a  ledger? 

A.  The  journals  were  complete,  and  I  posted 
them  to  the  ledger  each  month. 

Q.  Did  you  determine  that  the  information  was 
accurate  ? 

Mr.  LeSourd:    I  will  object,  your  Honor.  [3781] 

His  testimony  is  already  in  that  he  took  the  fig- 
ures from  the  books  and  made  no  audit  or  deter- 
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urination  of  the  assets. 

The  Court:  It  is  cross-examination.  He  may 
answer.   Objection  overruled. 

Do  yon  have  the  question  in  mind? 

The  Witness:    Could  it  be  read? 

The  Court:    Mr.  Reporter,  read  the  question. 
(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

A.  I  did  not  audit  the  journals.  I  accepted  the 
figures  as  presented. 

Q.  (By  Mr.  Obenour)  :  Did  you  have  any  occa- 
sion during  the  period  1945  to  1949  to  find  that 
their  information  was  incorrect? 

A.     No,  I  did  not. 

Q.  Mr.  Forster  received  $100  a  month  from  Si- 
monson  and  Forster,  generally,  in  the  years  of  1948 
and  '9,  as  I  understand  the  testimony.  Is  that  cor- 
rect? 

A.     That — checks  were  paid  to  him,  yes. 

Q.  Were  you  aware  he  was  receiving  that 
money?  A.    Yes. 

Mr.  Obenour:    221  and  222?  [3782] 

(Whereupon,   exhibits   were   handed   to   Mr. 
Obenour  by  the  Clerk.) 

Q.  (By  Mr.  Obenour) :  Handing  you  Exhibit 
221  and  222,  I  believe  you  stated  you  had  no  knowl- 
edge of  the  first  two  $100  checks,  on  Exhibit  221? 

A.     That  is  correct. 

Q.  And  the  balance  of  these  checks  then  are  the 
checks  paid  monthly  to  Mr.  Forster  from  Simonson 
and  Forster?  A.     That  is  correct. 
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Q.  (Continuing)  In  the  years  1948  and  1949? 
When  did  the  regular  monthly  payments  begin? 

A.     February  24,  1948. 

Q.  Did  you  know  as  soon  as  those  payments  to 
Mr.  Forster  began? 

A.     I  am  not  positive  of  that. 

Q.  Did  you  hear  the  testimony  of  the  girls  that 
they  were — Miss  Buchanan  and  Miss  Corliss  as  to 
the  manner  in  which  they  were  instructed  how  to 
charge  those  checks  on  their  books? 

A.     I  have  some  recollection  of  it,  yes. 

Q.  And  do  you  have  knowledge  yourself  of  how 
those  were  being  charged  at  the  time? 

A.  If  I  remember  correctly,  Mr.  Simonson 
asked  [3783]  me  where  to  set  up  these  checks,  and 
I  informed  him  that  until  Mr.  Forster  and  he  had 
determined  what  the  purpose  of  the  checks  were, 
to  place  them  in  the  expense  column  on  the  Simon- 
son  and  Forster  journal  so  that  they  would  be 
picked  up  each  month. 

Q.  Were  they  entered  as  wages  as  they  went 
along  ? 

A.  They  were  not.  They  were  entered  in  the 
expense  column,  and  as  I  remember  it,  I  made  most 
of  the  distribution,  and  charged  them  into  the  gen- 
eral expense  account. 

Q.  Then  you  did  go  into  the  books  on  this  occa- 
sion? A.    Just  the  one  item. 

Q.  But  you  did  go  into  the  books  kept  by  the 
girls  of  Simonson  and  Forster  to  make  this  one 
entry?  A.    Yes,  I  made  the  distribution. 
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Q.  Were  there  any  other  times  you  had  occa- 
sion to  go  into  the  books  of  the  bookkeepers  you 
were  supervising? 

A.     Not  necessarily. 

Q.     But  you  did  on  this  occasion? 

A.  I  didn't  go  into  the  books.  I  made  an  analy- 
sis of  a  column,  is  all.  They  were  all  entered.  [3784] 

Q.     And  you  made  the  entry? 

A.     I  made  the  analysis  of  the  one  column,  yes. 

Q.     And  you  entered  $100  to  general  expense? 

A.  To  general  expense,  and  there  are  exhibits 
here  that  will  display  how  I  did  it. 

Q.  Now,  was  the  occasion  of  Mr.  Forster's  re- 
ceiving this  $100  when  Mr.  Simonson  raised  his 
salary  from  four  to  five  hundred? 

A.     That  is  my  recollection,  yes. 

Q.  And  after  you  determined  that  Mr.  Simonson 
had  raised  his  salary  from  four  to  five  hundred, 
you  went  to  Mr.  Forster  and  told  him  about  it? 

A.  I  don't  know  that  I  officially  told  him.  I 
mentioned,  probably,  that  the  firm  was  not  doing 
so  well,  and  that  additional  salary  seemed  a  little 
out  of  line. 

Q.  But  you  did  tell  Mr.  Forster,  as  soon  as  Mr. 
Simonson  raised  his  salary  from  four  to  five  hun- 
dred dollars? 

A.    I  am  not  sure  I  told  him  at  the  time. 

Q.  If  Mr.  Forster  so  testified,  would  you  say  he 
was  not  correct? 

A.  I  would  say  he  was  correct,  that  I  told  him, 
but  when  I  told  him,  I  wouldn't  know.  [3785] 
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Q.  Did  you  hear  Mr.  Forster's  testimony  as  to 
that  matter  :'  A.     I  believe  so,  yes. 

Q.  And  do  you  recall  that  he  testified  that  when 
you  found  that  Mr.  Simonson  had  raised  his  salary 
from  four  to  five  hundred  dollars,  you  so  reported 
to  him,  and  he  went  out  and  saw  Mr.  Simonson? 

A.     I  heard  that  testimony,  yes. 

Q.     Would  you  say  that  was  correct? 

A.     Reasonably  so,  yes. 

Q.  And  he  did  see  Mr.  Simonson  and  he  did 
begin  receiving  $100  a  month,  is  that  correct? 

A.    Yes. 

Q.  And  then,  as  I  understand  your  testimony, 
you  went  to  Mr.  Forster  and  discussed  this  money 
that  he  was  receiving  at  the  end  of  the  year? 

A.     At  the  end  of  the  year,  yes. 

Q.  And  Mr.  Forster  stated  that  he  did  not  see 
why  he  should  have  to  pay  tax  upon  it  if  it  was  a 
draw  on  capital,  is  that  correct? 

A.  That  is  reasonably  so,  except  that  he  felt  that 
a  losing  corporation — they  could  not  afford  to  draw 
salary  from  and  would  have  to  return  that  money 
to  the  corporation. 

Q.     He  was  receiving  $100  a  month?  [3786] 

A.  It  was  never  determined  what  the  $100  a 
month  was  for. 

Q.     He  was  receiving  $100  a  month? 

A.     You  have  the  absolute  evidence  right  here. 

Q.  Will  you  just  answer  the  question,  please, 
Mr.  Taylor;  yes  or  no?  A.     Yes. 

Q.  And  after  the  end  of  the  year,  you  then  had 
a  discussion  how  it  should  be  carried  on  the  books, 
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and  he  stated  that   he  shouldn't  pay  tax  on  it;  that 

is  correct,  is  it  not? 

A.     lie  felt  he  shouldn't  pay  tax  on  it,  yes. 

Q.     And  as  a  result  of  that,  lie  instructed  you 

(Whereupon,  there  was  a  brief  pause  while 
the  air  raid  sirens  sounded.) 

Q.  (Continuing)  At  the  time  Mr.  Forster  caused 
you  to  see  Mr.  Simonson,  that  he  had  a  manner  of 
handling  this;  is  that  your  testimony? 

A.  Not  a  manner  of  handling  it,  that  they  had 
apparently  some  agreement  among  them,  how  they 
would  handle  it,  between  them. 

Q.  But  you  did  then  receive  an  analysis  that 
you  described  as  equipment? 

A.  A  slip  describing  some  of  this,  as  I  [3787] 
remember  it. 

Q.    Do  you  have  that  slip? 

A.     No,  I  do  not. 

Q.  What  is  your  best  recollection  of  what  that 
slip  contained? 

A.  It  seems  to  me  that,  from  memory,  it  was 
eleven  hundred  and  twelve  hundred  dollars  written 
on  it. 

Q.     Anything  else? 

A.     I  do  not  recollect. 

Q.  Just  two  figures,  eleven  hundred  and  twelve 
hundred  dollars  ? 

A.     As  I  remember  it. 

Q.  Was  there  any  explanation  of  the  eleven  and 
twelve  hundred  dollars? 

A.     Mr.  Simonson  explained  it,  yes. 
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Q.     Did  you  follow  the  explanation'? 
A.     I  followed  the  explanation. 

Q.  And  what  was  this  eleven  and  twelve  hundred 
dollar  figure  ? 

A.  As  I  recollect,  the  eleven  hundred  dollars 
was  in  notes  receivable,  due  the  company  from  Mr. 
Simonson  and  twelve  hundred  dollars  was  the 
amount  paid  Mr.  Forster. 

Q.  Had  Mr.  Simonson  received  eleven  hundred 
dollars  from  the  company?  [3788] 

A.  As  I  recollect,  that  loan  was  one  that  had 
been  made  a  few  years  before,  and  was  a  declining 
balance  of  that  moment. 

Q.  The  company  made  a  loan  to  Mr.  Simonson 
for  eleven  hundred  dollars  years  before?  Will  you 
explain  that,  please? 

A.  As  I  remember  the  transaction,  about  1940 
Mr.  Forster  and  Mr.  Simonson  withdrew  five  thous- 
and dollars  apiece  and  gave  the  company  notes  for 
it,  and  then  they  were  paying  it  back  in  different 
amounts,  and  there  was  eleven  hundred  balance,  as 
I  remember,  still  owing  by  Mr.  Simonson. 

Q.  And  was  there  a  balance  still  owing  by  Mr. 
Forster  ? 

A.  To  the  best  of  my  recollection,  he  had  paid 
his  up. 

Q.  "Well,  then,  the  twelve  hundred  dollars  rep- 
resented the  amount  Mr.  Forster  received  monthly 
from  the  checks? 

A.     That  is  my  recollection  of  it. 
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Q.  Then  what  did  they  have  to  do  with  equip- 
ment? 

A.  I  believe  I  testified  that  Mr.  Simonson  said 
that  this  equipment  had  been  paid  for  by  him  and 
was  going  to  be — he  was  going  to  collect  a  portion 
[3789]  of  it  from  Mr.  Forster. 

Q.     What  equipment? 

A.     Well,  equipment. 

Q.  Well,  you  have  another  two  figures  on  there, 
and  one  is  explained  as  being  a  loan  in  1940  from 
Mr.  Forster,  and  the  other  is  twelve  hundred  dol- 
lars Mr.  Forster  received.  What  equipment  are  we 
talking  about? 

A.  I  am  sorry  I  am  confusing  you.  The  figures 
were  combined  into  twenty-three  hundred  dollars. 

Q.  All  right,  what  did  the  twenty-three  hundred 
dollars  represent?  A.     Equipment. 

Q.     What  equipment? 

A.  I  am  afraid  I  don't  know  the  equipment  of 
a  dairy  well  enough  to  tell  you  what  equipment. 

Q.  What  could  a  loan  from  Mr.  Simonson  and 
money  advanced  to  Mr.  Forester  have  to  do  with 
any  equipment? 

A.  If  Mr.  Simonson  paid  for  $2300  of  equipment 
that  was  not  entered  on  the  books,  this  item  of  ac- 
counts receivable  or  notes  receivable  could  be  trans- 
ferred into  equipment  to  offset  the  two  items.  Is 
that  clear  to  you? 

Q.  When  was  this  equipment  given  to  —  or 
[3790]  purchased  by  Mr.  Simonson? 

A.     During  that  period. 
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Q.     What  period?  A.     1948. 

Q.  "Why  was  it  not  entered  on  the  books  at  that 
time  ?  A.     It  was  on  the  books. 

Q.     It  was  on  the  books? 

.V.  It  was  on  the  books,  but  not  under  the  equip- 
ment account. 

Q.     What  was  it  under? 

A.  $1200  was  under  general  expenses,  Mr.  For- 
ster; $1100,  under  notes  receivable  under  Mr.  Sim- 
onson. 

Q.  And  you  mean  that  money  received  by  Mr. 
Forster  was  entered  as  equipment  under  general  ex- 
penses in  1948? 

A.  I  am  afraid  that  from  an  accounting  stand- 
point, that  puzzles  you. 

Q.    Yes. 

A.  I  will  go  from  the  start  of  it,  The  $1200  that 
Mr.  Forster  had  been  paid,  had  been  restored  to 
profit  and  established  as  a  receivable,  for  an  asset. 

Q.     How  was  that  done? 

A.  Of  the  Puyallup  Creamery.  It  was  done  on 
the  [3791]  ledger  of  the  company. 

Q.     That  was  a  ledger  kept  by  you? 

A.     That  is  right. 

Q.     And  you  made  the  entry? 

A.  I  made  the  entry,  and  on  my  work  sheet,  it 
shows  it  very  plainly,  what  was  done. 

Q.  And  this  was  included — this  is  the  explana- 
tion of  the  $2300.  Will  you  go  ahead,  please? 

A.     That  is  correct. 

Q.     Now,  how  did  that  become  equipment? 
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A.  The  closing  of  the  account,  from  accounts 
receivable  or  notes  receivable,  and  being  credited 
to  notes  receivable  and  a  debit  to  the  eqtlipmenl 
account. 

Q.  Doesn't  it  have  to  represent  some  physical 
equipment*? 

A.    It  does  represent  physical  equipment. 

Q.    What  physical  equipment? 

A.  I  don't  know,  because  X  don't  know  dairy 
equipment  well  enough  to  point  to  it. 

Q.  Now,  you  received  a  slip  of  paper  with  eleven 
hundred  and  twelve  hundred  on  it,  totalling  $2300, 
so  you  take  the  $2800  out  of  expenses  and  change  it 
over  to  equipment  when  that  $2300  represents  a  loan 
from  Mr.  Simonson  and  money  paid  to  Mr.  Forstcr, 
is  that  correct?  [3792] 

A.  Maybe,  as  I  explained,  that  Mr.  Forster's 
$1200  was  converted  into  an  asset  of  the  Puyallup 
Creamery  by  restoring  it  to  profit. 

Q.     Did  that  represent  equipment? 

A.     I  said  it  represented  an  asset. 

Q.     Is  that  equipment? 

A.  It  was  when  it  was  finally  transferred  into 
equipment. 

Q.  Then  it  was  equipment  by  means  of  your 
entry  upon  the  ledger  of  the  Puyallup  Creamery? 

A.     That  is  correct. 

Q.  And  the  only  reason  $1200  to  Mr.  Forster 
represented  equipment  is  because  you  made  the 
entry  ? 

A.     I  think  you  are  drawing  it  a  loner  way. 


1714  Hans  Forster  vs. 

(Testimony  of  L.  Hicks  Taylor.) 

Q.  Yes,  yes;  will  you  explain  how  $1200  repre- 
sented equipment? 

A.  Mr.  Simonson  paid  for  this  equipment  out- 
side of  the  business,  was  my  information.  He  paid 
out  $2300.  The  assets  on  the  books  of  the  Puyallup 
Creamery  showed  that  they  had  $2300  coming  from 
Mr.  Forster  and  Mr.  Simonson  in  the  amounts  of 
$1100  from  Mr.  Simonson  and  $1200  from  Mr. 
Forster. 

Mr.  Simonson  said  that  those  items  were  equip- 
ment, to  transfer  it  from  the  notes  receivable  ac- 
count to  the  equipment  account.  [3793] 

Q.  And  this  equipment,  you  say  you  know  noth- 
ing about  it  at  all  ? 

A.  I  don't  know  what  the  equipment  was  that 
he  purchased. 

Q.  How  do  you  know  then  it  was  acquired  in 
1948? 

A.     That  was  the  year  the  transaction  took  place. 

Q.  How  do  you  know  it  was  acquired  in  the 
year  1948? 

A.    Because  of  the  year  of  the  transaction. 

Q.  That  was  the  year  you  made  the  entry  at  the 
end  of  the  year? 

A.  That  is  right,  and  that  was  the  year  of  the 
transaction. 

Q.  How  do  you  know  it  was  the  year  of  the 
transaction  ? 

A.     AVell,  Mr.  Simonson  gave  me  the  figures. 

Q.  Mr.  Simonson  gave  you  two  figures  totalling 
$2300?  A.     That  is  correct. 
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Q.    And  thai  represents  equipment) 

A.  Because  he  said  they  purchased  the  equip- 
ment. I  had  no  reason  to  dispute  his  word. 

Q.  This  was  not  taken  out  of  wages ;  it  was  taken 
[3794]  out  of  general  expenses'? 

A.     I  will  explain. 

Mr.  Simonson,  when  he  started  issuing  the  check 
to  Mr.  Forster,  said  they  had  not  determined  the 
purpose  of  that  check. 

Q.     What  was  that  again,  now?  I  am  sorry. 

A.     They  had  not  determined  the  purpose  of  * 
check. 

Q.  And  it  wasn't  then — that  was  in  February 
when  this  started  \  A.     That  is  correct. 

Q.  And  it  took  them  from  February  to  Novem- 
ber to  determine  that  those  checks  represented 
equipment,  is  that  correct  \ 

A.     (Whereupon  the  witness  laughed.) 

Q.  When  did  they  determine  that  those  checks 
represented  equipment  ? 

A.     At  the  close  of  1948. 

Q.  After  Mr.  Forster  said  he  did  not  want  to 
pay  tax  on  that  money? 

A.     It  was  the  decision  of  the  two. 

Q.     You  were  fully  aware  of  it? 

A.     I  was  present,  yes. 

Q.  How  did  you  set  up  the  depreciation  rate 
on  the  equipment  if  you  didn't  know  what  it  was? 

A.  The  depreciation  rate  of  most  dairy  equip- 
ment is  fairly  normal.  There  is  nothing  unusual 
about  it. 
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Q.  How  did  you  set  up  the  depreciation,  if  you 
didn't  know  what  it  was? 

A.     About  a  ten  per  cent  basis. 

Q.  So  then  you  depreciated  the  $1200  Mr.  For- 
ster received  at  ten  per  cent? 

A.     I  cannot  say  until  I  see  the  record. 

Q.  What  were  these  entries  that  you  made,  Mr. 
Taylor,  before  this  item? 

A.  Mr.  LeSourd  had  a  schedule  "D"  that  we 
went  over. 

Q.  220,  that  is  the  ledger  kept  by  you  for  Arctic 
Gardens?  A.    It  isn't  Arctic  Gardens. 

Q.  Puyallup  Creamery;  will  you  show  us  where 
you  made  this  entry  at  the  end  of  1948? 

The  Court :    What  is  the  number  of  that  exhibit  ? 

Mr.  Obenour:     220. 

A.     There  are  two  entries  of  equipment. 

Q.  (By  Mr.  Obenour)  :  Will  you  hold  it  up  so 
that  the  jury  might  see,  also?  [3796] 

A.  There  is  an  entry  of  equipment  of  $3,722.16, 
which  is  composed  of  $1100,  $1200  and  $1,422.16, 
which  made  the  total  of  $3,722.16,  transferred  from 
the  work  sheet  that  you  saw  me  testifying  from 
yesterday. 

Q.  Now,  you  made  an  entry  then  of  $3700  which 
you  say  included  the  $2300  and  another  item.  What 
wras  the  other  item? 

A.     That  I  do  not  recollect. 

Q.  But  you  do  remember  that  the  $3700  included 
$2300? 


United  Stales  of  America  1717 

(Testimony  of  L.  Hicks  Taylor.) 

A.     I   have  worked  it  over  here  so  many  times 
I  know  what  the  figures  are. 

Q.     But  you  only  remember  those  two,  the  $2300 
total? 

Mr.  LeSourd:    I  will  object  to  that.  He  testified 
those  figures  came  from  the  worksheet. 

Q.    (By  Mr.  Obenour  continuing) :     Well,  where 
did  you  get  the  figure  for  the  work  sheet,  then? 

A.     Will  you  obtain  that  work  sheet,  and  we  will 
look  at  it? 

Mr.   Obenour:     Do  you  know  what  the   exhibit 
niunber  is? 

The  Clerk:    It  is  12:15. 

The  Court:     Should  we  recess  now,  Mr.   [3797] 
Obenour  ? 

Mr.  Obenour:    We  might  as  well,  yes. 
The  Court:    Ladies  and  Gentlemen  of  the  Jury: 
We  will  now  recess  for  noon.  The  Court  calls  your 
attention  to  the  admonition  given  you  on  similar 
occasions  and  asks  that  you  heed  it  on  this  oc- 
casion. 

You  may  now  be  excused  until  1:45. 

(Whereupon,  the  jury  retired  from  the  court- 
room.) 

(Whereupon,  at  12:15  o'clock  p.m.  a  recess 
was  had  in  the  within-entitled  and  numbered 
cause  until  1:52  o'clock  p.m.  April  14,  1954,  at 
which  time,  counsel  and  defendants  heretofore 
noted  being  present,  the  following  proceedings 
wTere  had,  to- wit:) 
The  Court:    You  may  call  the  Jury. 
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(Whereupon,  the  jury  was  returned  to  the 
courtroom.) 

The  Court:     You  may  be  seated. 

It  is  stipulated  that  the  jury  and  all  defendants 
arc  present  in  the  courtroom? 

Mr.  Griffin:     Yes,  your  Honor. 

Mr.  Moriarty:    Yes,  your  Honor.  [3798] 

The  Court:     You  may  proceed,  Mr.  Obenour. 

Mr.  Obenour:    Yes,  sir. 

Q.  (By  Mr.  Obenour) :  I  believe  I  had  asked 
you  if  you  could  show  me  how  you  recorded  this 
transaction  in  the  ledger  for  Issaquah  Creamery, 
Exhibit  220. 

Mr.  Cox:    Simonson  and  Forster. 

Q.  (By  Mr.  Obenour  continuing)  :  Simonson  and 
Forster,  pardon  me. 

(Whereupon,   document  was  handed   to   the 
witness  by  Mr.  Obenour.) 

Q.  (Continuing)  Now,  would  you  show  us,  please, 
what  entries  you  made  to  adjust  for  the  equip- 
ment % 

A.  May  I  have  the  work  sheet  that  you  were 
going  to  have  with  this  before  lunch? 

Q.  Are  you  unable  to  tell  from  the  books  you 
kept  what  the  entries  are? 

A.     No,  I  am  not. 

Q.  Well,  do  they  correctly  show  in  the  books 
that  yon  maintained  what  the  entries  are? 

A.  They  show  the  item  of  $1100  and  $1200  taken 
care  of  in  a  combined  item  of  $3,722.16. 

Q.     What  you  are  saying  is  an  item  of  $3,722.16 
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is  entered  in  equipment  for  1948,  is  that  correct? 

A.    Yes. 

Q.  Is  there  any  other  entry  that  pertains  to  this 
in  your  ledger  that  you  kept,  Exhibit  220  ? 

A.  That  pertains  to  that?  Here  is  an  entry  for 
$1100  which  eliminates  the  note  receivable  of  $1100 
owing  by  Mr.  Simonson. 

Q.  What  is  the  date  of  that  entry  of  $1100  on 
notes  receivable? 

A.     It  is  December  31,  1950. 

Q.  Where  do  you  see  the  date  December  31, 
1950? 

A.  That  is  supposed  to  be  "31."  It  looks  like  11 
more  than  31. 

Q.     Is  there  any  month  given  there? 

A.     No,  no  month. 

Q.     Is  there  any  date  given  there? 

A.  It  appears  to  be  "11"  and  would  be  March, 
according  to  that. 

Q.  It  would  appear  to  be  March  11th  that  the 
entry  is  made? 

A.  It  wrould  appear  that  way,  but  it  was  not 
made  until  the  end  of  the  year. 

Q.  And  either  the  date  is  correct — rather,  the 
date  is  wrong,  and  your  recollection  is  wrong  there  ? 

A.     My  recollection  is  right,  December  31st. 

Q.     Why  would  the  date  March  appear,  then? 

A.     Apparently  in  the  rush  I  did  things  too  fast. 

Q.  That  is  $1100  in  an  item,  recording  of  a 
$1100  note  receivable,  is  that  correct? 

A.     That  is  correct. 
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Q.  But  that  is  included  in  your  December  31st 
entry?  A.     An  adjustment. 

Q.     Adjusting  $3,722?  A.    Yes. 

Q.  Now,  what  is  the  balance  of  the  $3,722;  how 
is  the  balance  of  that  figure  handled  in  your  ledger? 

A.     May  I  have  the  work  sheet,  please? 

Q.  Are  there  any  other  entries  that  you  can 
read  in  your  books  without  the  use  of  your  work 
sheet  showing  that  entry  of  $3,722? 

A.    Yes,  there  is  an  adjustment  to  supplies  here. 

Q.     Where  is  that,  please? 

A.  That  is  entered  in  red,  a  reduction  of  the 
amount  in  $1,759.58. 

Q.    And  that  is  where,  please?  [3801] 

A.    Right  here  and  right  there. 

Q.  And  that  is  made  after  the  last  figure  of 
supplies,  column  5,  for — what  do  you  call  this,  ex- 
pense control? 

A.     Expense  control  ledger  sheet. 

Q.     This  was  kept  by  you  ? 

A.     That  is  right. 

Q.  And  there  was  a  $1,759.58  item  subtracted 
from  the  total  of  column  5,  supplies? 

A.     That  is  correct. 

Q.  Now,  where  was  the  other  figure,  then?  I 
would  like  to  have  you  show  it  on  the  books,  if  you 
can. 

A.  In  other  words,  the  books  and  this  work 
sheet  are  a  combination  that  must  be  used  together. 

Q.  Then  the  ledger  you  keep  does  not  show  this 
entire  transaction  ? 
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A.     It  shows  the  entire  transaction. 

Q.  But  yon  have  to  use  the  work  sheet  yourself 
to  find  out  what  this  entry  is,  is  that  correct? 

A.     I  asked  yon  for  it. 

Q.     Well,  would  you  please  answer  my  question? 

The  Court:  Mr.  Taylor,  he  is  asking  you,  is  it 
necessary  to  use  that? 

A.     It  is  not  necessary.  I  might  explain  this 

The  Court:     (Interposing)     I  think  that  is  all. 

A.  (Continuing)  that  yon  sometimes  com- 
bine figures. 

The  Court:    You,  of  course,  may  explain. 

Mr.  Griffin:  While  he  is  looking  at  that,  may  I 
inquire  the  year  of  the  March  11th  date? 

Mr.  Obenour:    1948. 

The  Court:    Does  that  appear 

Mr.  Obenour:     (Interposing)     Yes,  sir. 

The  Court:    on  the  book? 

Mr.  Obenour:    Yes,  on  the  sheet  itself. 

Mr.  Griffin:     Thank  you. 

A.  (Continuing)  On  my  work  sheet.  I  have  an 
entry  of  $1100  in  the  elimination  of  an  obligation 
to  Mr.  Forster,  or  to  Mr.  Simonson,  in  notes  re- 
ceivable. 

Q.    (By  Mr.  Obenour):    Where  is  that,  please? 

A.  That  entry  is  right  here  in  the  adjustment 
column  to  the  credit  of  notes  receivable. 

Then  I  have  an  entry  of  $1100  to  the  credit — to 
the  debit  of  equipment. 

Q.     Isn't  that  in  the  inventory  column? 

A.     Well,    this    is    the    adjustment.    It    carries 
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through  on  this  whole  thing.  If  you  notice,  the  total 
[3803]  conies  across  into  equipment,  and  does  not 
affect  the  inventory  figure. 

Q.    Where  is  that,  please? 

A.  Because  of  the  lack  of  space  here,  it  appears 
to  be  in  inventory,  but  it  is  in  equipment,  and  car- 
ried across  here  into  this  total. 

Q.     And  then  this  $1100  is  the  equipment  figure? 

A.  Yes,  sir;  carried  into  the  total  of  a  new  bal- 
ance of  equipment. 

Q.     Although  it  shows  in  the  inventory  line? 

A.     Yes,  because  of  the  space. 

Q.  Then  there  is  no  entry  in  your  ledger  of  that 
$1100?  Well,  that  is  the  one  you  say  reduces  notes 
receivable  in  your  ledger? 

A.     That  is  correct. 

Q.     And  the  $1200? 

A.  The  $1200  is  shown  as  a  credit  to  expense 
control  down  here.  Expense  control  is  entered  in 
one  lump  figure  of  $178,344.62,  and  as  you  come 
down  here,  you  will  find  there  are  three  adjusting 
figures  opposite  the  expense  control.  There  is  an 
item  of  $1200  which  are  the  amounts  drawn  by  Mr. 
Forster.  There  is  an  item  of  $6,677.04  which  is  an 
equipment  item  to  the  credit  of  the  expense  control. 
There  is  an  item  of  $1,759.58  to  the  credit  of  the 
expense  control  [3804]  reducing  that  figure  in  the 
profit  and  loss  statement  to  $168,770.70.  In  other 
words,  all  those  items  have  been  restored  to  profit. 

Q.  Now,  that  is  an  adjustment  on  your  work 
sheet? 
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A.  On  my  work  sheet,  which  is  reflected  in  the 
ledger  in  some  combined  figures. 

The  Court :  What  is  the  exhibit  number  ?  Excuse 
me,  a  moment. 

Mr.  Obenour:     Exhibit 

The  Witness:  (Interposing)  I  couldn't  see  it 
there. 

Mr.  Obenour:    226. 

The  Witness:  I  am  reading  from  Exhibit  226, 
yes.  The  second  page  of  Exhibit  226. 

Q.  (By  Mr.  Obenour)  :  Now,  that  is  your  ex- 
planation of  the  $3,722  then  as  you  use  it  on  the 
work  sheet.  Where  is  the  entry  on  your  ledger  of 
the  $1200'? 

A.  There  is  an  entry  here  of  $7,877.34  in  this 
equipment  column  here,  and  there  is  $1200  shown 
up  here  as  added  into  the  equipment  column  here. 

Mr.  Griffin:    And  that  is  what,  again,  please? 

The  Witness:  That  is  the  $1200  paid  to  Mr. 
Forster.  [3805] 

Q.  (By  Mr.  Obenour) :  Now,  the  last  figure  of 
any  of  these  columns  in  your  expense  control  is  the 
total  of  all  the  entries  you  made  throughout  the  en- 
tire year?  A.     That  is  correct. 

Q.  So  this  $7,877.24  is  the  total  of  all  the  entries 
that  is  in  the  equipment  column? 

A.     That  is  right. 

Q.  And  you  make  a  figure,  adding  each  succeed- 
ing month,  is  that  it? 

A.     That  is  right;  you  bring  it  forward. 

Q.     What  do  you  call  that? 
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A.  That  is  bringing  your  monthly  totals  for- 
ward, accumulation  of  figures,  month  to  month. 

Q.     Is  that  a  footing? 

A.     Footing,  that  is  correct. 

Q.  So  that  there  is  actually  an  entry  in  ink, 
which  is  that  month's  entry? 

A.     That  month,  yes. 

Q.     And  the  figure  for  the  month  shows  the  total  ? 

A.    Yes. 

Q.     And  where  is  this  $1200  included? 

A.  It  is  included  in  the  grand  total.  I  wrote  it 
in  there  because  of  lack  of  space.  It  is  in  [3806] 
this  grand  total  here. 

Q.     Included  in  this  grand  total? 

A.     Yes. 

Q.     This  is  $612? 

A.     Yes,  that  was  sent  in  that  month. 

Q.  And  then  each  of  these  months  are  added, 
and  then  at  the  end,  you  came  along  and 

A.  (Interposing)  You  transfer  it  out  of  the  ex- 
pense control  account  into  equipment  account. 

0.  And  where  is  your  removal  from  expense 
control ? 

A.  Right  here,  $7,877.34.  It  is  a  credit,  This 
debit  and  credit  column.  That  is  in  the  credit  col- 
umn, reducing  expense  control. 

Q.  And  you  made  no  adjustment  to  wages  in 
that  year? 

A.  Yes,  it  would  be  made  in  an  adjustment  to 
wages,  because  an  adjustment  was  made. 

Q.     Well,  what  was  the  adjustment  to  wages? 
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A.  There  wasn't  any  wages.  I  beg  your  pardon, 
Mr.  Obenour.  There  was  no  charge  set  up  to  wages. 
It  was  set  up  to  the  general  expense  account. 

Q.  Then  you  did  not  lower  wages  in  the  months 
of  1948?  A.     No,  not  at  all.  [3807] 

Q.     Do  you  have  a  paper  and  pencil  handy  there  ? 

A.     Yes,  I  do. 

Q.  Now,  as  I  understand  it,  each  one  of  these 
columns  in  your  expense  control,  each  month  is  the 
same — the  month's  entry  is  added  to  the  previous 
month's  total,  and  there  is  a  footing  which  includes 
those  two  totals'? 

A.     Yes,  that  is  the  way  the  book  operates. 

Q.  Would  you  please  add  the  figures,  $26,098.98 
and  $2,600.95.  What  is  your  total,  please? 

A.     $28,699.93. 

Q.    And  would  you  please  add  $6,460.01? 

A.     Anything  else? 

Q.     $325.35.  A.    Yes? 

Q.     What  does  that  total?  A.     $35,485.29. 

Q.  No,  pardon  me,  just  the  last  two  figures  sep- 
arately, $6,460.01  and  $325.35? 

A.     $6,785.36. 

Q.  I  call  you  attention  to  the  wages  column  for 
1948  on  your  expense  control  and  ask  you  to  read 
the  footing  in  the  month  of  November.  What  is 
that?  A.     $27,499.93. 

Q.  The  total  of  the  preceding  month,  please,  for 
November?   [3808]  A.     $26,098. 

Q.     And  that  is  the  figure  you  had  first? 

A.    Yes. 
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Q.  And  then  for  the  month  of  November,  you 
do  add  to  that?  A.    $2,600.95. 

Q.  And  your  total  there  when  you  added  them 
was  what?  A.    $28,699.93. 

Q.  And  then  what  figure  do  you  show  for  the 
end  of  November,  1948? 

A.     $30,884.92. 

Q.     No,  for  the  end  of  November,  1948? 

A.     $27,499.93. 

Q.  And  you  are  adding  the  two  figures  in  the 
book,  and  there  is  how  much  difference  between 
what  you  added  there? 

A.     The  difference  is  $1200. 

Q.     What  was  that  $1200? 

A.  That — I  must  apologize  to  you.  I  thought  I 
looked  at  this  and  didn't  see  that  deduction.  The 
$1200  is  reduced  from  wages,  and  $1200  added  to 
the  equipment  account. 

Q.  And  I  will  ask  you — then,  there  was  a  change 
in  your  wages  for  1948?  [3809] 

A.     Yes,  there  was. 

Q.  And  was  there  any  notation  in  your  ledger 
to  show  that? 

A.     Yes,  this  is  the  ledger. 

Q.  Then,  the  only  change  there  is  the  false  ad- 
dition of  two  figures  for  the  month  of  November 
in  your  wages  column  of  your  purchase  control,  is 
that  correct? 

Mr.  LeSourd:   Object  to  the  form  of  the  question. 

The  Court:    Objection  sustained. 

Q.    (By  Mr.  Obenour  continuing)  :    Is  there  any 
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other  entry  of  that  $1200  of  adjustment  for  wages 
other  than  the  addition  of  the  two  figures  for  a  total 
$1200  less  than  the  correct  total? 

A.  The  $1200  is  deducted  at  the  end  of  the  year, 
and  it  is  added  to  the  equipment  account  in  the  same 
expense  control  account. 

Q.  What  is  the  month  at  which  that  $1200  ad- 
justment is  made  there? 

A.  Apparently  I  reflected  it  at  the  end  of  No- 
vember in  working-  it  out. 

Q.     That  is  not  the  end  of  the  fiscal  year,  is  it? 

A.  The  end  of  the  year,  it  brings  the  total  into 
the  end  of  the  year. 

Q.  There  was  a  December  total  added  after 
that? 

A.    Yes,  it  is  less  $1200,  or  it  should  be. 

Q.  Did  you  make  the  addition  at  the  end  of 
November  or  go  back  and  change  the  figures  ? 

A.  That  I  will  not  say.  The  work  sheet  reflects 
when  the  job  was  done. 

Q.  Does  it  look  like  the  figure  was  changed  there 
for  your  footing  for  November? 

A.    Yes,  it  does. 

Q.  Now,  we  will  go  to  the  November  entry  for 
equipment,  under  purchase  control,  and  your  foot- 
ing at  the  beginning  of  November  is  what,  please? 

A.    $7,984.36. 

Q.     And  became?  A.    $6,460.01. 

Q.  That  was  the  second  series  of  figures  you  had, 
that  you  added  there?  A.    Yes. 

Q.     And  your  next  entry  is  what  ? 
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A.    $325.35. 

Q.    And  what  figure  did  you  get? 

A.     $6,784.36. 

Q.  And  what  figure  then  shows  for  your  footing 
at  [3811]  the  end  of  November,  1948? 

A.     $7,984.36. 

Q.  And  what  is  the  difference  between  the  first 
time  you  added  it  here  in  the  court  room  and  the 
figure  that  shows  on  your  footing  for  November, 
1948?  A.     It  is  $1200. 

Q.     What  is  that  $1200? 

A.  That  is  the  same  $1200  we  have  been  con- 
versing about  here   for  some  time. 

Q.  Is  there  any  other  entry  in  your  ledger  that 
you  maintained  to  reflect  that  $1200  wages? 

A.  It  reflects  right  here.  It  shows  a  decrease  in 
wages  and  an  increase  in  equipment. 

Q.     Through  what? 

A.  Through  the  general  ledger.  This  is  a  part 
of  the  genera]  ledger,  this  series  of  accounts. 

Q.  Then  the  only  place  that  that  wages  is  re- 
duced $1200  and  equipment  added  $1200  is  by  erro- 
neous additions  of  those  two  sets  of  figures,  is  that 
not  correct? 

Mr.  LeSotird:  Object  to  the  form  of  the  ques- 
tion. 

The  Court:     Objection  sustained. 

Mr.  Griffin :  May  I  inquire,  when  the  witness 
answered :  "This  is  part  of  the  general  ledger," 
what  is  [3112]  he  referring  to,  what  document? 

The   Witness:     Well,    referring   to   the    general 
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ledger  of  the  Puyallup  Creamery,  Exhibit  220,  and 

we  were  reflecting  its  purpose  from  Exhibit  226. 

Mr.  Griffin:    Work  sheet? 

The  Witness :    To  show  reflection  of  the  entry. 

Q.  (By  Mr.  Obenour  continuing) :  Now,  how 
does  the  addition  of  the  footing  for  the  end  of  Octo- 
ber, plus  the  entry  for  November  showing  a  total 
$1200  less  than  the  true  figure,  show  an  adjustment 
of  the  $1200  Mr.  Forster  received  for  the  month — 
through  the  year  of  1948  ? 

Mr.  LeSourd:  Object  to  the  form  of  the  ques- 
tion, no  showing  as  to  what  the  true  figure  is. 

Mr.  Obenour:  There  was  testimony  all  through 
the  morning. 

The  Court :    Mr.  Reporter,  read  the  question. 

(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

The  Court:  You  used  the  words  "true  figure," 
and  it  subjects  the  question  to  objection,  probably. 
If  you  can  eliminate  that 

Mr.  Obenour:     (Interposing)  Very  well.  [3813] 

Q.  (By  Mr.  Obenour) :  How  does  the  manner 
in  which  you  computed  your  footing  for  the  month 
of  November  in  wages  reflect  an  item  for  the 
amount  of  money  Mr.  Forster  received  for  the  year 
1948  from  Simonson  and  Forster? 

A.  It  shows  that  it  was  restored  to  profit 
through  the  wage  account. 

Q.  Did  you  then  consider  that  wages  through 
the — until  December? 

A.     The  only  way  to  explain  that,  Mr.  Obenour, 


1730  Hans  Forster  vs. 

(Testimony  of  L.  Hicks  Taylor.) 
is  that  at  the  time  it  was  set  up,  there  was  no 
decision  as  to  what  it  was  going  to  be,  and  I  in- 
structed Mr.  Forster,  or  Mr.  Simonson,  to  put  it  in 
an  expense  column  as  merely  a  descriptive  column. 

Q.     Did  you  make  out  a  W-2  for  that  $1200? 

A.  I  did  not  prepare  the  W-2's  but  it  was  not 
considered  wages  the  way  it  was  finally  settled. 

Q.  Are  not  W-2's  computed  as  each  monthly 
payment  is  made? 

A.  A  wage  record  that  is  properly  kept  would 
show  the  withholding  tax  and  the  Social  Security 
deductions  made  monthly. 

Q.  And  does  not  a  company  show  a  recap  that 
they  submit  to  the  Government  at  the  end  of  the 
year,  showing  the  totals  of  all  W-2  forms  that  they 
are  submitting  to  the  Government  for  the  total 
wages  paid?  [3814] 

Mr.  LeSourd:    Objected  to  as  irrelevant. 

Mr.  Obenour:  On  the  contrary,  if  the  Court 
please. 

The  Court:    Objection  overruled. 

A.  That  is  the  practice  of  the  office  force  in  all 
these  places. 

Q.  (By  Mr.  Obenour)  :  And  was  that  entry  in 
— was  that  not  the  entry  then,  of  reducing  wages 
$1200  so  that  the  recap,  or  W-2,  of  Simonson  and 
Forster,  that  they  would  submit  to  the  Government, 
would  not  show  the  receipt  of  $1200  from  Simonson 
and  Forster  in  that  year? 

A.  It  was  determined  that  it  was  not  the  salary 
so  it  would  not  appear  in  the  wage  account. 
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Q.    Was  a  1099  prepared  on  it? 

A.  It  was  not.  He  was  an  officer  in  the  com- 
pany and  had  authority  to  draw  money  from  the 
company  if  he  cared  to. 

Q.    He  received  the  money? 

A.  The  checks  here  display  he  received  the 
money. 

Q.    You  knew  he  received  it? 

A.     Certainly  I  did. 

Q.     You  did  not  include  it  on  the  tax  returns? 

A.     I  did  not.  [3815] 

Q.  What  was  the  adjustment  you  made  for 
1949? 

A.     There  appears  to  be  one  entry  of  $1,553.69. 

Q.  Now,  that,  I  believe,  you  testified  included 
the  $1200  Mr.  Forster  received  in  1949? 

A.  To  the  best  of  my  recollection,  it  does,  with- 
out having  the  work  sheet. 

Q.    And  what  is  that  figure  again? 

A.    $1,553.69. 

Q.  I  will  ask  you,  what  is  the  total  of  your  foot- 
ings for  the  equipment  columns  at  the  end  of  1949? 

A.    $1,553.69. 

Q.     That  is  exactly  the  same  figure,  is  it  not? 

A.    Yes,  sir. 

Q.  And  is  that  not  a  computation  of  all  of  the 
entries  you  made  in  your  ledger  for  the  year  1949 
for  the  equipment  column? 

A.     No.  There  is  an  entry  of  $1,109.98  also. 

Q.     There  is  what? 

A.     One  for  $1,109.98. 
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Q.  But  the  $1,553.  you  stated,  included  the  $1200 
to  Mr.  Forster? 

A.  I  didn't  state  that.  I  quoted  the  figure  that 
I  thought  it  might  be  in.  I  don't  see  it  in  this. 

Q.  Now — you  say  then  this  $1,553  figure  does 
not  include  the  adjustment  for  Mr.  Forster? 

A.    It  apparently  does  not. 

Q.  Then  where  is  the  figure  in  your  ledger  to 
show  the  $1200  Mr.  Forster  received  in  1949  % 

A.  Without  the  work  sheet,  I  cannot  give  you 
that  answer,  because  the  ledger  was  not  officially 
closed  when  I  turned  it  over  to  them  when  I  left 
the  City. 

Q.  Was  there  any  equipment  involved  in  that 
transaction  ? 

A.  It  was  supposed  to  be  the  same  situation  in 
1949  as  existed  in  1948  with  Mr.  Forster  and  Mr. 
Simonson. 

Q.  Do  you  know  any  more  about  the  type  of 
equipment,  supposedly  used  in  1949,  than  you  tes- 
tified to  in  1948? 

A.     I  really  don't  know,  Mr.  Obenour. 

Q.  You  have  no  knowledge  about  what  the 
equipment  is? 

A.     No,  at  this  time,  I  don't  have  a  recollection. 

Q.  Was  there  any  entry  then  as  to  Mr.  Simon- 
son's  participation  in  this  equipment  in  1949  ? 

A.     No. 

0.  Was  there  any  W-2  for  the  money  Mr.  For- 
ster [3817]  received? 
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A.  I  would  not  be  able  to  tell  you.  I  didn't  pre- 
pare those. 

Q.  What  would  be  the  reason  that  the  money 
Mr.  Forster  received  as  one  officer  and  owner  of 
the  company  should  be  handled  differently  than 
the  money  Mr.  Simonson  received  as  an  officer  and 
owner  of  the  company*? 

A.  As  I  explained  before,  there  was  no  deter- 
mination what  this  drawing  was  for  or  about.  This 
corporation  was  losing  money,  and  it  would  be 
necessary  to  contribute  to  the  capital  at  some  time 
and  this  was  not  considered  a  wage  withdrawal. 

Q.    Mr.  Forster  received  the  money*? 

A.     Yes;  I  will  say  "yes." 

Q.  Not  shown  on  the — on  his  tax  returns  that 
you  prepared?  A.     Correct. 

Q.  And  handled  in  the  manner  that  you  have 
described  as  to  the  ledger  you  maintained? 

A.    In  other  words,  it  was  restored  to  profit. 

Q.  Now,  are  those  among  the  books  you  include 
under  the  provision  of  the  stamp  that  you  use  on 
the  tax  return  of  Mr.  Forster  and  Simonson  and 
Forster  Corporation?  [3818] 

Mr.  LeSourd:  Objected  to  unless  he  specifies 
what  he  means  by  "those."  I  don't  know  what  he 
is  talking  about. 

The  Court:  Do  you  wish  to  clarify,  Mr.  Oben- 
our? 

Q.  (By  Mr.  Obenour  continuing) :  You  quali- 
fied certain  books  that  you  kept  as  your  responsi- 


1734  Hans  Forster  vs. 

(Testimony  of  L.  Hicks  Taylor.) 
bility  in  extending  to  the  Government  the  corpora- 
tion tax  returns;  do  you  recall?  A.    Yes. 

Q.  And  you  excluded  other  books  that  you  had 
not  kept? 

A.     I  don't  believe  anything  was  excluded. 

Q.    What  was  the  purpose  of  your  stamp  ? 

A.  It  is  to  display  the  work  that  was  done  in 
the  preparation  of  the  tax  return. 

Q.  And  to  notify  the  Government  you  were  not 
responsible  for  the  truth  of  certain  figures  in  the 
books  ? 

Mr.  LeSourd:  Objected  to,  your  Honor,  as  an 
improper  form  of  question. 

Mr.  Obenour:    I  believe  that  was 

The  Court:    (Interposing)  Objection  sustained. 

Q.  (By  Mr.  Obenour  continuing) :  Was  there 
any  way  that  anyone  could  determine  Mr.  Forster 
was  receiving  $100  a  month  from  Simonson  and 
Forster  from  your  ledger? 

Mr.  LeSourd:  If  your  Honor  please,  I  will  ob- 
ject to  this  question,  and  note  an  objection  to  the 
line  of  questions  where  they  assume  that  details  are 
supposed  to  go  in  a  general  ledger. 

Details  are  in  subsidiary  books,  and  not  a  gen- 
eral ledger.  It  is  an  improper  question. 

Mr.  Obenour:  I  see  nothing  improper.  He  says 
it  is  all  in  the  system  in  the  preparation  of  the  re- 
turns for  the  Government. 

The  Court :  And  your  question  is  that  $100  must 
appear  in  the  ledger? 

Mr.  Obenour:    Could  anyone  determine  from  the 
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books  he  maintained  that  Mr.  Forster  was  receiving 

$100  a  month  from  Simonson  and  Forster? 

Mr.  LeSourd:  Your  Honor,  the  journals  would 
clearly  show  those  payments,  and  the  question  is 
completely  misleading  and  improper.  It  assumes 
that  the  general  ledger  should  have  every  item  listed 
in  it,  and  that  is  not  the  purpose  of  it. 

The  Court :  I  think  that  may  be  correct,  but  the 
witness  could  answer,  I  assume,  properly.  The 
Court  [3820]  will  overrule  the  objection. 

A.  The  journals  show  checks  issued  to  Mr.  For- 
ster; twelve  of  them,  I  believe,  or  eleven,  in  one 
year,  and  twelve  in  the  next  year. 

Q.  (By  Mr.  Obenour) :  And  that  is  your  an- 
swer? I  refer  to  the  books  that  you  maintained. 

A.     The  books  that  I  maintained? 

Q.    Yes. 

A.  They  do  not  show  twelve  checks  in  each  year. 
The  journals,  at  Puyallup,  will  show  twelve  checks 
in  each  year. 

Q.  Referring  to  Renton  Ice  and  Ice  Cream 
Company,  they  employed  a  bookkeeper  there? 

A.  In  the  first  part,  Mr.  Schneider  was  a  book- 
keeper, with  a  part-time  girl. 

Q.    Later,  they  employed  a  full-time  bookkeeper? 

A.  Well,  partial  bookkeeper  under  Mr.  Schnei- 
der's direct  supervision. 

Q.  She  kept  some  of  the  books,  and  Mr.  Schnei- 
der kept  part ;  accounts  payable  and  what  else  ? 

A.     Mr.  Schneider  kept  the  check  register. 
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Q.  Mr.  Schneider  kept  the  check  register,  and 
accounts  payable? 

A.  There  was  no  accounts  payable  register  while 
I  [3821]  was  there. 

Q.  There  was  an  exhibit,  I  believe,  that  Mr. 
Schneider  identified  as  an  accounts  payable  book. 

A.  What  he  identified  by  that  accounts  payable 
was  not  used  while  I  was  there.  It  was  never  com- 
pleted. 

Q.    But  he  did  keep  that? 

A.    He  kept  parts  of  it,  yes. 

Q.  Did  you  discuss  the  bookkeeping  system  of 
Renton  Ice  Cream  with  the  regular  bookkeeper  they 
employed  ? 

A.  No,  not  in  its  entirety,  no.  I  discussed  vari- 
ous little  items,  I  presume,  in  conversation.  I  don't 
recollect  any  particular  thing. 

Q.  Did  you  determine,  or,  rather,  did  anything 
occur  during  this  period  of  1945  to  1949  that  caused 
you  to  believe  that  the  bookkeeper  was  not  com- 
petent? A.    I  don't  believe  so. 

Q.  And  did  anything  occur  in  1945  to  1949  to 
cause  you  to  think  that  the  bookkeeper  was  not 
honest?  A.     I  don't  believe  so. 

Q.  Now,  as  I  understand  the  testimony,  you 
stated  that  in  September  of  1942  at  the  first  stock- 
holders' meeting  of  the  Renton  Ice  and  Ice  Cream 
Company  [3822]  the  salary  plan  was  discussed? 

A.     That  is  correct. 

Q.     Now,  was  it  before  this  or  at  this  time  that 
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it  was  discussed  that  Mr.  Forster  should  remain  in 

the  background  because  of  Mr.  Williams'? 

A.  At  that  time,  at  the  meeting  of  the  organi- 
zation, and  then  many  times  after  that. 

Q.  What  was  the  concern,  that  Mr.  Williams 
would  not  sell  to  the  combination  of  Schneider,  Bas- 
kett  and  Forster? 

A.     That  is  partially  the  story,  yes. 

Q.    What  is  the  rest  of  it? 

A.  The  rest  was  a  competitive  position  that  Mr. 
Forster  was  in.  • 

Q.     What  was  that  competitive  position? 

A.  As  I  recollect,  Mr.  Forster  had  an  ice  cream 
business  east  of  Lake  Washington  and  a  gentle- 
man's agreement  was  worked  out  with  other  ice 
cream  companies  that  they  would  not  go  into  that 
territory  if  Mr.  Forster  didn't  move  his  ice  cream 
business  into  Seattle. 

Q.  Well,  then,  what  did  that  have  to  do  with 
his  being  known  out  in  Renton? 

A.  Am  I  to  explain  another  part?  The  Arden 
Ice  Cream  Company,  or  Arden  Farms,  furnished 
the  ice  cream  mix  to  the  Renton  Ice  and  Ice  Cream 
Company,  and  [3823]  Mr.  Forster  didn't  particu- 
larly care  about  Arden  knowing  about  it  until  he 
was  able  to  take  the  business  over. 

Q.  From  the  outset,  when  Mr.  Forster  first  be- 
came interested  in  this  company,  it  was  determined 
that  his  presence  should  be  concealed? 

A.     To  some 

Mr.  LeSourd:    (Interposing)  I  object  to  the  form 
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of  the  question. 

The  Court:     Objection  sustained. 

Q.  (By  Mr.  Obenour)  :  What  was  the  purpose 
then  of  Mr.  Forster 's  not  being  identified  with  it? 

A.     For  competitive  reasons. 

Q.  And  his  identity  was  to  be  what  would  you 
say — concealed? 

A.     Well,  you  probably  would  call  it  that. 

Q.  And  then  in  plan  with  this  concealment,  you 
became  one  of  the  original  incorporators? 

A.     That  is  correct. 

Q.  And  you  took,  nominally  took,  ten  shares  of 
the  corporation  stock? 

A.  In  the  organization,  usually  there  are  three 
subscribers  and  in  order  to  complete  the  incorpora- 
tion, I  subscribed  for  ten  shares  for  Mr.  Forster. 

Q.  So  Mr.  Forster's  name  did  not  appear  in  the 
original  articles  of  incorporation? 

A.     That  is  correct. 

Q.  And  similarly,  he  did  not  appear  as  an  officer 
of  the  corporation  at  that  time? 

A.     I  believe  that  is  correct. 

Q.  And  at  the  time  that  the  company  was 
founded  you  became  the  Secretary-Treasurer  of  the 
corporation?  A.     That  is  correct. 

Q.  Mr.  Forster's  name  was  not  appearing  on  the 
signature  card  for  the  bank  account  at  that  time? 

A.  To  the  best  of  my  recollection,  Mr.  Forster  ';; 
name  didn't  appear  until  some  time  in  1945  or  '46. 

Q.  And,  however,  Mr.  Forster  was  actually  par- 
ticipating in  the  operation  of  the  Renton  Ice  and 
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Ice   Cream  Company  from  the  first  time   it  was 

taken  over  by  Baskett  and  Schneider? 

A.    He  was  functioning  as  a  part  owner. 

Q.    He  attended  the  corporation  meetings'? 

A.    Yes. 

Q.    And  his  name  appeared  on  the  minute  books? 

A.  To  the  best  of  my  recollection,  he  didn't  ap- 
pear in  the  minute  books  until  1945  or  1946. 

Q.  His  name  appeared  in  the  stock  book  though, 
didn't  it,  right  from  the  first?  [3825] 

A.     That  is  possible,  yes. 

Q.  Now,  in  accordance  with  this  plan  of  con- 
cealing Mr.  Forster's  identity  with  this  company, 
this  salary  plan  was  formed  in  September,  1942,  is 
that  correct? 

A.  I  would  not  say  "concealing  the  payments  to 
Mr.  Forster,"  but  the  payment  plan,  or  the  agree- 
ment, was  made  in  that  time. 

Q.    Well,  what  was  the  plan? 

A.  The  agreement  was  that  Mr.  Forster  should 
receive  one-third  of  the  remaining  portion  of  the 
salaries  of  Mr.  Baskett  and  of  Mr.  Schneider. 

Q.  And  this  was  made  in  September,  1942,  at 
this  meeting?  Who  was  present  at  this  meeting? 

A.  Mr.  Baskett,  Mr.  Schneider,  Mr.  Forster,  and 
myself. 

Q.    Why  was  this  plan  made? 

A.  As  to  carrying  out  the  more  or  less  concealing 
of  his  identity  as  being  a  party  of  the  Renton  Ice 
and  Ice  Cream  Company. 

Q.    And  this  payment  of  money  to  Mr.  Forster 
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in   this   manner   was   to   conceal  his   participation 

in  it? 

A.  The  thought  was  to — the  name  part — the 
checks  were  made  so  that  there  would  not  be  any 
concealment.  [3826] 

Q.    What  was  that,  again? 

A.  The  checks  were  made  so  that  there  would 
not  be  a  concealment  of  it. 

Q.  The  checks  were  made  so  that  there  would 
not  be  a  concealment?  A.     That  is  right. 

Q.    How  was  that  to  be  done? 

A.  Two-thirds  of  the  amount  to  Schneider  and 
Baskett,  and  one-third  to  Schneider  and  Baskett  to 
be  endorsed  which  Mr.  Forster  would  receive  and 
his  endorsement  would  appear  on  the  back. 

Q.  How  would  payment  of  money  to  Mr.  Forster 
show  then  that  he  was  receiving  this  ? 

A.  That  was  Mr.  Forster 's  type  of  bookkeeping 
to  look  after. 

Q.  How  would  this — you  stated  that  this  plan 
was  to  show  that  he  did  receive  the  money,  if  I 
understood  you  correctly.  How  does  that  show  he 
received  the  money? 

A.  His  endorsement  on  the  back  would  be  a 
definite  proof  of  the  receipt  of  the  funds. 

Q.  So,  if  someone  went  through  all  the  can- 
celled checks  of  the  Renton  Ice  and  Ice  Cream  and 
looked  at  all  the  endorsements  they  could  readily 
see  Mr.  Forster  was  receiving  this  money?  [3827] 

A.     That  is  true. 
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Q.  And  that  is  your  idea  of  identifying  Mr.  For- 
ster  as  receiving  the  money"? 

Mr.  LeSourd:    Objected  to,  argumentative. 

The  Court:    Objection  sustained. 

Q.  (By  Mr.  Obenour  continuing) :  How  were 
these  checks  entered,  Mr.  Taylor? 

A.  They  were  entered  on  the  Renton  Ice  and 
Ice  Cream  books  as  salary  to  those  two  gentlemen. 

Q.     What  two  gentlemen? 

A.    Mr.  Schneider  and  Mr.  Baskett. 

Q.  If  all  these  checks  in  Exhibits  202,  203,  204, 
205,— pardon  me,  not  205—206,  208,  207  and  209 
— not  209 — 210  and  211 — those  were  all  entered  in 
this  manner  and  charged  to  salary  of  Mr.  Baskett 
and  Mr.  Schneider? 

Mr.  LeSourd:  I  will  object  unless  he  hands 
them  to  the  witness.  To  assume  that  anyone  can 
remember  all  these  exhibits  by  number 

Mr.  Obenour:  (Interposing)  Surely.  Let's  go 
one  by  one. 

The  Court :    Do  you  have  them  all  there  ? 

Mr.  Obenour:    Yes,  sir. 

The  Court :    You  might  show  them  all.  [3828] 

Q.  (By  Mr.  Obenour) :  202,  three  checks,  $125, 
two  to  Mr.  Baskett  and  one  to  Mr.  Schneider  in 
1943. 

Were  those  charged  to  the  salary  of  those  gentle- 
men? 

A.  I  cannot  recollect  what  these  three  are.  I  am 
not  clear  in  my  mind. 

Q.    203,  can  you  recollect  what  those  are  ? 
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Q.    What  are  those? 

A.  These  are  the  salary  checks  issued  to  R.  J. 
Schneider,  Maisie  Baskett,  and  another  to  Maisie 
Baskett,  completing  their  annual  salary,  presumably 
for  the  year  1944. 

Q.  And  those  were  made  then  in  the  manner 
you  described  of  two  checks,  one  in  the  amount  of 
two-thirds  to  Baskett  and  Schneider,  and  one-third 
to  the  same  gentleman  which  would  be  endorsed  to 
Mr.  Forster? 

A.  Yes,  and  they  show  Mr.  Forster 's  endorse- 
ment on  them. 

Q.  Now,  then,  Exhibit  208,  a  group  of  four 
checks,  is  that  a  similar  plan  that  you  have  de- 
scribed in  the  year  1948?  A.    Yes. 

Q.  Now,  this  was  in  accordance  with  the  plan 
made  [3829]  on  that  date,  is  that  right? 

A.     The  plan  made  in  1942. 

Q.     The  plan  made  in  1942  ?  A.     Yes. 

Q.    Whose  plan  was  this,  now? 

A.     The  combined  group. 

Q.     The  combined  group? 

A.    All  four;  all  four  people  present. 

Q.     Did  you  participate  in  that?  A.     I  did. 

Q.  And  then  it  was  through  the  combined  think- 
ing of  four  of  you  that  this  plan  was  formulated? 

A.    Yes. 

Q.  And  who  was  responsible  for  the  manner  in 
which  the  bookkeeping  was  to  be  made? 
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A.  Wei],  I  presume  that  I  was  the  one  that 
handled  the  books. 

Q.  Who  instructed  Mr.  Schneider  and  the  book- 
keeper as  to  how  the  checks  were  to  be  charged? 

A.  Mr.  Schneider  knew  how  they  were  to  be 
charged,  and  set  them  up  that  way. 

Q.  But  you  had  instructed  him  in  the  first 
place  ? 

A.  It  wasn't  my  instruction  necessarily.  It  was 
all  planned  and  worked  out  the  day  of  the  agree- 
ment. [3830] 

Q.     Who  computed  the  amounts? 

A.  In  many  cases,  it  was  necessary  for  me  to 
pick  up  the  withdrawals  and  figure  the  withholding 
tax  for  the  year,  and  I  would  sometimes  give  them 
a  final  figure. 

Q.  Is  that  like  the  note  on  the  exhibit  you  are 
holding  in  your  hand;  208,  is  it? 

A.  I  am  looking  at  Exhibit  208.  There  are  cal- 
culations here  which  is  not  in  my  handwriting,  but 
it  has  a  note — Mr.  Schneider,  Mr.  Taylor  says  the 
total  is. 

Q.  Did  you  so  advise  the  bookkeeper  there  of 
those  figures? 

A.  It  is  possible  I  did.  While  they  are  not  in 
my  handwriting 

Q.  (Interposing)  Then  the  plan  was  for  the  four 
check  compensations  and  Mr.  Forster  would  be 
known  to  receive  his  money  through  the  endorse- 
ments ? 

A.    It  could  be  checked  that  way,  yes. 
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Q.  Well,  why  did  you  use  then  counter  checks  on 
the  Renton  Bank  for  the  payments  in  1945,  '46  and 
'47? 

A.  Mr.  Obenour,  do  you  have  the  other  exhibits 
that  go  with  these?  [3831] 

Q.    Which  exhibits  are  those? 

A.  There  must  be  exhibits  to  go  with  these,  be- 
cause these  are  the  entire  amount  of  checks  to  the 
individuals. 

Q.  Handing  you  Exhibits  75,  76,  and  77,  cashier 
checks  to  Hans  Forster  in  each  instance  for  the 
years  1945,  '6  and  '7 ;  is  that  to  which  you  referred  1 
(Whereupon,  there  was  a  brief  pause.) 

Mr.  Cox:    Is  there  a  question  pending? 

Mr.  Obenour:  Yes,  I  asked  and  he  asked  to  see 
them. 

A.  I  am  reading  from  Exhibit  204.  There  are 
two  checks  on  the  Renton  Ice  and  Ice  Cream  Com- 
pany. One  made  to  Maisie  Baskett  for  $4,110,  one 
to  R.  J.  Schneider  for  $3,600  and  they  are  dated 
August  27,  1945.  At  that  date,  Mr.  Schneider 
changed  the  agreement  to  suit  Mr.  Schneider,  and 
he  took  the  checks  and  ordered  cashier  checks  which 
changed  the   original   agreement. 

Q.  (By  Mr.  Obenour) :  You  knew  nothing 
about  this  ?  A.     I  knew  nothing  about  it. 

Q.  Did  you  not  sign  these  checks  to  Mr.  Schnei- 
der and  Mrs.  Baskett  in  the  year  1947,  Exhibit 
[3832]   207? 

A.  I  might  clarify  my  statement  by  this :  that  in 
the  signing  of  these  original  checks  from  the  Ren- 
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ton  Ice  and  Ice  Cream  Company,  I  wrote  the  checks. 

Q.    You  wrote  the  checks? 

A.  I  wrote  the  checks,  but,  so  far  as  the  cashier 
check  situation,  that  was  Mr.  Schneider's  definite 
idea,  and  he  handled  that  himself,  completely. 

Q.  Then  after  this  plan  was  formulated,  which 
you  described,  in  the  years  1945,  '6  and  '7,  a  single 
check  was  made  to  each  of  the  two  stockholders, 
Schneider  and   Baskett,   is   that   correct? 

A.  It  is  my  recollection  until  1947  or  '8  they 
wrote  two  checks. 

Q.  And  you  made  out  the  checks,  you  directed 
the  checks'? 

A.     I  don't  know  about  in  the  later  years. 

Q.    Well,  did  you  say  you  drew  these  checks? 

rA.    I  wrote  those  checks. 
Q.    204, —6  and— 7? 

A.  Those  were  written  by  me  and  in  my  hand- 
writing. 

Q.  So  that  you  knew  checks  were  being  made  in 
each  of  those  years  to  Mr.  Baskett  and  later  Mrs. 
[3833]   Baskett  and  to  Mr.  Schneider? 

A.     That  is  correct. 

Q.  You  knew  it  was  not  in  accordance  with  the 
plans  as  you  understood  them? 

A.     The  original   arrangement  was  changed. 

Q.  You  knew  that  Mr.  Schneider  was  then  buy- 
ing cashier's  checks? 

A.    It  never  came  to  my  attention  that  he  was. 

Q.    It  never  came  to  your  attention? 

A.    No. 
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Q.  Did  you  think  that  Mr.  Schneider  was  not 
paying  Mr.  Forster  his  share  for  that  one-third? 

A.     That  I  don't  know. 

Q.  Did  Mr.  Forster  ever  say  he  was  not  receiv- 
ing his  one-third  in  those  years'? 

A.  I  don't  know  that  he  ever  mentioned  it  to 
me. 

Q.  For  three  years,  a  company  in  which  you 
were  secretary-treasurer  and  of  which  Mr.  Forster 
was  president,  and  in  that  time  he  did  not  bring 
up  to  you  the  fact  that  he  was  not  receiving  any 
money  from  this  corporation? 

A.  He  didn't  mention  it  to  me,  particularly,  to 
my  knowledge,  to  my  recollection. 

Q.  Did  you  ever  have  any  doubt  in  your  mind 
[3834]  he  was  receiving  this  money  when  you  made 
out  equal  checks  to  Mr.  Schneider  and  Mrs.  Bas- 
kets 

A.  There  would  be  no  reason  for  me  to  surmise 
what  was  going  on. 

Q.  Did  you  have  any  doubt  in  your  mind  that 
Mr.  Forster  was  not  receiving  his  share  of  those 
checks?  A.    Any  doubt  in  my  mind? 

Q.     That  is  right. 

A.     I  never  gave  it  a  thought. 

Q.  Why,  then,  in  1948  did  you  go  back  to  the 
other  system? 

A.     That  was  done  by  Mr.  Schneider,  not  by  me. 

Q.    By  Mr.  Schneider? 

A.  He  was  President  and  Manager  of  that  con- 
cern. 
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Q.    And  you  know  nothing  about  those  checks? 

A.  I  never  made  them,  I  don't  know;  but,  you 
might  show  me,  if  you  have  the  exhibit. 

Q.     Do  you  have  any  computations  of  the  splits'? 

A.     I  possibly 

Q.     (Interposing)     In  1945,  '6  and  '7? 

A.     The  split  they  were  to  make? 

Q.     Yes,  that  they  were.  A.     I  did  not 

Q.  You  made  no  computation  of  the  fact  that 
Mr.  Forster  received  $2,685  in  1947,  and  $2,685 

A.     (Interposing)     I  did  not. 

Q.    You  knew  nothing  about  it? 

A.     I  did  not. 

Q.  But  you  did,  in  1948,  recalculate  the  amount, 
according  to  the  note  in  the  exhibit  208? 

Mr.  LeSourd:  Just  a  moment.  Are  you  talking 
about  the  amount  paid  to  Mr.  Forster,  or  the 
amount  of  the  withholding  tax? 

M.  Obenour:    The  amount  paid  to  Mr.  Forster. 

A.  This  is  not  in  my  handwriting,  Mr.  Obenour. 
Somebody  said,  "Mr.  Taylor  says  this." 

Q.  (By  Mr.  Obenour  continuing) :  You  said  it 
was  true  a  moment  ago,  didn't  you? 

A.  I  said  it  was  possible  it  was  true.  I  didn't 
say  absolutely  it  was. 

Q.  Do  you  recall  computing  the  distribution  of 
the  proceeds  at  the  end  of  the  year  at  any  time 
after  1944? 

A.  When  you  say  "proceeds,"  you  mean  what 
each  one,  Mr.  Schneider  and  Mrs.  Baskett,  had,  yes. 

Q.    And  Mr.  Forster? 
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A.  I  had  nothing  to  do  with  what  Mr.  Fors- 
ter  [3836]  was  paid.  That  was  figured  by  Mr. 
Schneider. 

Mr.  Obenour :  We  would  recess  now,  if  the  Court 
please. 

The  Court:     You  wish  a  recess? 
Mr.  Obenour:    Yes. 

The  Court:    Ladies  and  Gentlemen  of  the  Jury: 
At  this  time,  we  will  recess  for  the  afternoon  re- 
cess. The  Court  calls  your  attention  to  the  admoni- 
tion given  on  similar  occasions  and  asks  that  you 
heed  that  admonition  on  this  occasion. 
You  may  now  be  excused. 

(Whereupon,  the  Jury  retired  from  the  court 
room.) 

(Whereupon,  at  2:46  o'clock  p.m.  a  recess 
was  had  in  the  within-entitled  and  numbered 
cause  until  3:00  o'clock  p.m.  April  14,  1954,  at 
which  time,  counsel  and  defendants  heretofore 
noted  being  present,  the  following  proceedings 
were  had,  to-wit:) 
The  Court:    You  may  call  the  jury. 

(Whereupon,  the  jury  was  returned  to  the 
court  room.) 
The  Court :    You  may  be  seated. 
It  is  stipulated  that  the  jury  and  all  defendants 
are  present  in  the  court  room?  [3837] 
Mr.  Griffin:     Yes,  your  Honor. 
Mr.  Moriarty:    Yes,  your  Honor. 
The  Court:    You  may  proceed,  Mr.  Obenour. 
Q.     (By  Mr.  Obenour) :    Why  wasn't  the  salary 
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account  set  up  for  Mr.  Forster  as  it  was  for  M  p. 

Baskett  and  Mr.  Schneider? 

A.  The  original  agreement  was  that  the  salary 
of  Mr.  Baskett  and  Mr.  Schneider  would  be  Bet  at 
five  thousand  a  year,  and  this  distribution  was  to 
be  not  a  salary  for  Mr.  Forster,  but  a  contribution 
to  his  earnings. 

O.     A  contribution  to  his  earnings? 

A.     That  is  right. 

Q.     You  say  it  was  not  a  salary? 

A.  Not  intended  specifically,  or  technically,  as  a 
salary. 

Q.    What  was  it? 

A.  It  was  a  contribution  for  his  support  of  the 
two  in  their  operation. 

Q.    And  was  it  a  dividend? 

A.     No,  it  wouldn't  be  called  a  dividend. 

Q.    What  would  it  be  called?  A.    Earnings. 

Q.     Earnings?  A.     To  Mr.  Forster,  yes. 

Q.    Wouldn't  that  earning  be  taxable? 

A.    Yes. 

Q.     It  would  be  taxable  to  Mr.  Forster? 

A.    Yes. 

Q.  Why  wasn't  it  then  set  up  as  some  account 
to  Mr.  Forster,  rather  than  concealed  in  the  salary 
account  of  Mr.  Baskett  and  Mr.  Schneider? 

A.     That  was  the  continuation  of  the  agreement. 

Q.  And  that  was  to  conceal  his  participation 
from  Mr.  Williams  and  from  his  competition? 

A.     That  was  the  general  idea. 

Q.    After  the  sale  was  made  from  Mr.  Williams, 
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Mr.  Williams  could  no  longer  affect  the  transac- 
tion, could  he? 

A.  Well,  they  still  owed  Mr.  Williams  consider- 
able money. 

Q.  But  he  couldn't  go  back  on  them,  then,  at 
that  time,  could  he? 

A.    That  I  am  not  familiar  with,  all  the  details. 

Q.  So  that  after  1942,  Mr.  Williams  would  no 
longer  be  of  concern  to  them? 

Mr.  LeSourd:     Objection.  Argumentative. 

The  Court:     Objection  sustained. 

Q.  (By  Mr.  Obenour  continuing)  :  I  believe  you 
stated  it  was  [3839]  Mr.  Forster 's  participation  that 
was  concerned  because  of  the  sale  of  mix  by  Arden's 
to  Renton,  is  that  correct? 

A.     That  is  partially  it,  yes. 

Q.  And  Mr.  Forster,  through  Issaquah  Cream- 
ery, took  over  this  mix  account  in  1944  according 
to  the  testimony,  is  that  correct? 

A.  I  haven't  any  recollection  of  the  time  that 
products  were  taken  over,  because  I  didn't  par- 
ticularly deal  with  that. 

Q.  Wasn't  that  approximately  it,  to  the  best  of 
your  recollection? 

A.  I  thought  it  was  late  1945,  but  I  may  be 
wrong. 

Q.  But  after  this  date,  in  any  event,  there  was 
no  reason  to  conceal  Mr.  Forster 's  participation  un- 
til 1950  on  that  score,  was  there? 

A.     It  just  continued  on,  is  all  that  happened. 
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Q.  So  that  there  was  no  reason  to  conceal  Mr. 
Forster 's  participation  after  that  time? 

A.    No. 

Q.  And  then  why  was  not  a  salary  account  set 
up  for  Mr.  Forster  at  that  time? 

A.  That  I  cannot  answer.  They  just  continued 
on  the  same  agreement  until  1945  or  '6  here  when 
Mr.  [3840]   Schneider  changed  it. 

Q.  Were  the  W-2's  made  out  for  Mr.  Forster 
at  any  time? 

A.  I  had  nothing  to  do  with  W-2's,  so  I  don't 
know. 

Q.  You  know  you  included  one,  though,  in  the 
preparation  of  his  income  tax.  A.     I  did  what  ? 

Q.    You  know  you  included  one  W-2? 

A.  Yes,  I  know  that,  but  I  had  no  part  in  pre- 
paring it. 

Q.  And  none  of  this  money  was  included  by  you 
on  his  tax  return?  A.     I  don't  know. 

Q.    You  don't  know? 

A.     No. 

Q.  Did  you  include  any  other  income  on  the  tax 
return  you  prepared,  other  than  the  salary  of  Mr. 
Forster  ? 

A.  This  agreement  was  that  Mr.  Forster  would 
deposit  those  funds  in  the  Alpine  Dairy  bank  ac- 
count. 

Q.    When  was  that  agreement  made? 

A.     In  1942. 

Q.     To  deposit  in  the  Alpine  Bank  Account  ? 
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A.  Alpine  Dairy  bank  account,  so  that  it  would 
[3841]  be  taken  into  income. 

Q.    How  would  that  be  taken  into  income  ? 

A.  On  the  Alpine  books.  It  would  be  an  income 
item. 

Q.  A  deposit  to  the  Alpine  Bank  Account  would 
become  an  income  item  on  the  Alpine  books? 

A.     Income  on  the  Alpine  books. 

Q.     How  would  that  get  on  the  Alpine  books? 

A.     By  depositing  it  in  the  Alpine  bank  account. 

Q.  Weren't  the  books  kept  by  Mrs.  Wilcox  at 
Alpine  Dairy  for  the  money  she  received  through 
payments  from  sales'?  A.     That  is  right. 

Q.  This  would  be  included  in  the  sales  of  Al- 
pine Dairy?  A.     To  show  it  included. 

Q.  Then  you  intended  the  tax  be  paid  twice,  by 
Mr.  Baskett  and  Mr.  Schneider  and  secondly,  by 
Mr.  Forster? 

A.     Well,  the  salary  had  to  be  paid  on. 

Q.  You  intended  this  money  received  by  Mr. 
Forster  from  Mr.  Baskett  and  Mr.  Schneider  should 
be  paid  twice,  the  taxes  thereon  should  be  paid 
twice,  is  that  right?   [3842]  A.     Paid  twice? 

Q.  Yes,  by  Mr.  Baskett  and  Mr.  Schneider  in 
their  personal  tax  return? 

A.     They  paid  for  those. 

Q.  And  then  again  on  the  income  of  the  Alpine 
Dairy,  the  tax  on  the  proceeds? 

A.  Would  there  be  a  double  tax  if  Mr.  Forster 
paid  on  his? 

Q.     Mr.  Baskett   and  Mr.   Schneider,   according 
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to  the  returns  you  prepared,  paid  tax  on  the  entire 

amount  set  up?  A.     That  is  correct. 

Q.    The  tax  would  be  paid  there,  would  it  not? 

A.    Yes. 

Q.  And  would  be,  if  included  on  the  income  of  Mr. 
Forster  at  Alpine  Dairy,  it  would  be  paid  again? 

A.     Mr.  Forster  would  be  paying  on  his 

Q.  (Interposing)  It  would  be  paid  twice,  would 
it  not? 

A.  You  might  work  out  a  formula  that  would 
look  that  way. 

Q.    Wouldn't  it  be  paid  twice? 

A.     I  don't  see  that  it  would. 

Q.  You  consider  that  salary  as  sales  of  Alpine 
Dairy  ? 

A.  It  would  be  a  miscellaneous  earning  that 
would  be   accumulated  into   the  records. 

Q.     It  would  be  picked  up  as  sales  of  Alpine? 

A.    Yes. 

Q.    Would  they  pay  sales  tax  on  that? 

A.  Not  sales  tax.  It  would  be  wholesale.  They 
would  pay  a  business  tax  on  it. 

Q.  Then  the  earnings  paid  Mr.  Forster  from 
Renton  Ice  Cream  would  be  a  wholesale  of  Alpine 
Dairy,  is  that  what  you  mean? 

A.  If  you  understood  the  set-up  of  Alpine 
Dairy,  you  would  understand  what  I  mean  when 
I  say  it  went  through  the  wholesale  sales  of  Alpine 
Dairy  bookkeeping  system. 

Q.    Did  you  so  instruct  Mrs.  Wilcox? 
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A.  I  didn't  instruct  anybody.  That  was  not  my 
business. 

Q.     Did  you  set  up  the  plan? 

A.  It  was  not  my  plan.  It  was  a  plan  of  four 
people. 

Q.    You  were  in  on  it? 

A.     Certainly,  I  sat  in  on  it. 

Q.    And  you  prepared  Mr.  Forster's  return? 

A.     I  did. 

Q.  And  you  prepared  the  returns  of  Alpine,  in- 
cluding  [3844]   Mr.  Forster's,  and  of  Renton? 

A.  When  you  say  "including  Renton" —  Al- 
pine Dairy,  we  took  care  of,  yes. 

Q.     It  was  included  in  Mr.  Forster's  return? 
A.    Yes. 

Q.  And  you  still  did  nothing  further  to  deter- 
mine whether  or  not  that  was  included  in  the  sales 
of  Alpine  Dairy? 

A.  It  was  not  my  place.  I  wasn't  auditing  the 
books. 

Q.  Now,  you  say  this  entire  plan  was  to  conceal 
Mr.  Forster's  participation? 

A.    Just  his  identity  in  the  operation. 

Q.     From  his  competitors? 

A.     That  is  right. 

Q.  How  would  his  competitors  see  the  books  of 
Renton  Ice  and  Ice  Cream  Company? 

A.  They  wouldn't  see  the  books.  They  would  see 
checks  floating  around. 

Q.     They  would  see  checks  floating  around? 
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A.  Sure,  if  checks  were  written  to  him  and  he 
was  signing  checks. 

Q.  Mr.  Forster  received  a  list  of  two  or  three 
pages  of  checks  that  were  included  from  all  sorts 
of  companies,  as  I  recall,  and  you  mean  that  ties 
him  into  [3845]  those  companies'? 

A.     I  am  afraid  I  don't  get  what 

Q.  (Interposing)  You  are  saying  now,  then, 
that  the  fact  that  his  name  would  be  on  the  front 
of  the  check  as  a  payee  would  show  the  competitor 
that  he  participated  in  Renton  Ice  and  Ice  Cream 
Company  ? 

A.     It  is  possible  they  could. 

Q.  And  yet  they  wouldn't  look  over  on  the  back 
and  see  the  endorsement? 

A.  Because  they  went  through  one  bank  and 
were  returned  to  the  Renton  Ice  Cream  Company. 

Q.  The  competitors  wouldn't  see  the  corporate 
books,  would  they? 

A.     No,  I  don't  think  so. 

Q.  They  wouldn't  see  the  tax  returns,  would 
they?  A.     No. 

Q.  They  wouldn't  see  any  of  the  books  of  ac- 
count where  they  would  bo  carried  as  salary,  would 
they?  A.     No. 

Q.  Then  why  was  this  money  not  included  on  the 
books  and  records  of  Renton  Ice  and  Ice  Cream 
Company  ? 

A.  Just  according  to  what  the  agreement  called 
for. 

Q.    Do  you  recall  Revenue  Agent  Huff  auditing 
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the  [3846]  returns  of  Renton  Ice  and  Ice  Cream? 

A.     Yes. 

Q.  Did  you  disclose  to  Agent  Huff  this  payment 
of  money  to  Mr.  Forster?  A.    No. 

Q.  Was  there  any  way  the  Government  could 
determine  from  any  return  or  any  books  of  the 
Renton,  Alpine,  or  Mr.  Forster,  that  he  was  receiv- 
ing this  money  from  Renton  Ice  Cream? 

A.  There  was  no  intention  of  not  paying  the 
tax  on  it  at  all. 

Q.     The  tax  was  not  paid,  though,  was  it? 

A.  I  am  not  clear  in  my  mind  whether  it  was 
paid  or  not. 

Q.  Is  it  for  this  plan  that  you  received  $600  a 
year  from  Renton  Ice  and  Ice  Cream  Company,  Mr. 
Taylor? 

A.  I  received  $600  for  services  rendered,  and 
nothing  else. 

Q.  Either  you  or  Mr.  Schneider  wrote  all  of 
these  checks?  A.     Certainly. 

Q.     The  bookkeeper  had  nothing  to  do  with  it? 

A.    Well,  not  that  I  know  of. 

Q.  Mrs.  Baskett  had  nothing  to  do  with  it  ex- 
cept to  turn  over  money  to  Mr.  Forster?  [3847] 

A.     That  is  right. 

Q.  Arctic  Gardens,  you  have  stated  you  kept 
the  books  and  made  out  these  checks.  Do  you  re- 
call one  check  Mrs.  Wilcox  testified  she  received 
from  Arctic  Gardens,  payable  to  Alpine,  and  she 
entered  it  in  miscellaneous  receipts,  Exhibit  240? 

A.    I  have  a  recollection  of  it,  yes. 
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May  I  see  it,  please? 

(Whereupon,   document  was   handed    to   the 
witness  by  Mr.  Obenour.) 

The  Court:     Exhibit  240? 

Mr.  Obenour:    Exhibit  240,  yes,  sir. 

Q.     (By  Mr.  Obenour):    Do  you  recall  that! 

A.    Yes. 

Q.    And  you  wrote  that  check. 

A.     I  wrote  that  check. 

Q.    You  mailed  it  to  Alpine? 

A.     I  may  have  mailed  it  to  Alpine,  yes. 

Q.  And  it  was  properly  handled,  according  to 
the  testimony  of  Mrs.  Wilcox  and  your  knowledge 
of  the  affairs  of  Alpine  Dairy  in  the  miscellaneous 
receipts  of  the  Alpine  Dairy,  is  that  correct? 

Mr.  LeSourd:  Just  a  moment.  I  will  object  to 
that,  combining  two  things:  the  knowledge  and  the 
[3848]  testimony  in  this  case. 

Mr.  Obenour:     Very  well. 

Q.  (By  Mr.  Obenour  continuing) :  Do  you  re- 
call the  testimony  of  Mrs.  Wilcox  to  the  manner  in 
which  it  was  handled? 

A.    Yes,  I  remember  the  testimony. 

Q.  And  do  you  agree,  from  your  knowledge  of 
the  affairs  of  Alpine  Dairy,  that  that  was  properly 
handled  by  Mrs.  Wilcox  in  the  receipts  of  that  com- 
pany? 

Mr.  LeSourd:  Objected  to  as  irrelevant  and  im- 
material. 

Mr.  Obenour:  I  am  asking  for  his  knowledge,  if 
that  was  properly  handled  by  Mrs.  Wilcox  in  the 
normal  course  of  the  books. 
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Mr.  LeSourd:  Ask  him  whether  he  knows.  I 
have  no  objection  to  that. 

Mr.  Obenour:  He  knows  the  testimony  of  Mrs. 
Wilcox. 

Mr.  LeSourd:     That  is  irrelevant. 

The  Court:  The  question  is,  whether  he  believes 
it  was  properly  handled? 

Mr.  Obenour:     Yes. 

A.  It  has  every  evidence  of  having  been  prop- 
erly handled.   [3849] 

Q.  (By  Mr.  Obenour):  Now,  Exhibit  239  in- 
cludes a  group  of  other  checks  of  Arctic  Gardens, 
all  signed  by  you,  is  that  correct? 

A.     They  are  all  written  by  me. 

Q.    And  also  253  and  254. 

A.    253  and  254  also  were  written  by  me. 

Q.    Were  those  checks  mailed? 

The  Court:  Just  so  that  we  may  follow,  and  the 
jury,  what  are  those? 

Mr.  Obenour:    Checks  of  Alpine  Dairy. 

Mr.  Cox:     Arctic  Gardens. 

Mr.  Obenour:  Arctic  Gardens,  I  am  sorry,  writ- 
ten by  Mr.  Taylor. 

The  Court:     Written  to  Alpine? 

Mr.  Obenour:  Among  others,  Alpine  and  Issa- 
quah  and  Hans  Forster. 

I  asked  generally,  where  were  those  checks  mailed, 
all  of  them. 

Mr.  LeSourd:  It  seems  to  me  that  the  question 
goes  to  such  breadth  of  scope,  if  Counsel  wants  to 
inquire  about  individual  checks,  here  are  some,  pre- 
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sumably,  to  repay  loans  and  some  Issaquah  Cream- 
ery and  some  Alpine  Dairy. 

Mr.  Obenour:  He  wrote  all  the  checks.  We  will 
take  them  one  at  a  time,  if  counsel  desires.  [3850] 

Q.  (By  Mr.  Obenour  continuing)  :  How  many 
checks  there  are  made  to  Alpine  Dairy  % 

A.  I  find  one  dated  February  28,  1948,  for 
$641.16,  on  Exhibit  239. 

Q.    Where  was  that  mailed,  if  you  know? 

A.  It  would  be  difficult  for  me  to  state  exactly, 
but  I  believe  I  would  have  mailed  it  to  the  Alpine 
Dairy. 

Q.  You  heard  Mrs.  Wilcox's  testimony  that  the 
final  check  was  the  only  Arctic  Gardens  check  she 
received  *? 

A.     I  heard  her  testimony  to  that  effect. 

Mr.  LeSourd:  Just  a  moment.  I  will  move  to 
strike  the  question  and  answer,  because,  as  I  recall 
her  testimony,  all  she  said  was  that  was  the  only  one 
she  remembered,  or  had  her  endorsement.  She  didn't 
remember  as  to  the  others. 

The  Court :  Well,  the  witness  answered  the  ques- 
tion here.  I  believe  you  stated  you  recalled  the  mat- 
ter. 

I  think,  to  straighten  the  record  out,  probably  the 
witness  stated  what  he  recalled  when  he  answered. 
Do  you  have  a  recollection? 

The  Witness:  My  recollection  would  be  that 
[3851]  I  mailed  this  check  to  the  Alpine 

The  Court:  (Interposing)  No,  the  question  is 
about  when  Mrs.  Wilcox 
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Mr.  Obenour:     (Interposing)    Yes,  sir. 

The  Court:     (Continuing)     testified.  I  don't 

think  it  is  properly  in  the  record,  because  that  isn't 
the  issue.  I  think  we  might  straighten  the  record 
out  by  striking  that  portion,  and  you  may  re-estab- 
lish it,  Mr.  Obenour.  The  Court  will  strike  that  por- 
tion of  the  witness's  testimony  just  given  wherein 
it  was  asked  if  he  recalled  what  the  testimony  was 
of  Mrs.  Wilcox  and  any  answers  in  that  respect  may 
be  stricken  and  disregarded,  and  I  think  you  can 
start  over,  Mr.  Obenour,  if  you  wish  to  establish 
that  point. 

Q.  (By  Mr.  Obenour)  :  Do  you  recall  Mrs.  Wil- 
cox's testimony  concerning  receipt  of  Arctic  Gar- 
dens checks'? 

A.    Yes,  I  have  a  recollection  of  it. 

Q.    What  is  that  recollection? 

A.  That  she  deposited  the  checks  she  received 
from  Arctic  Gardens. 

Q.  Do  you  recall  anything  further  as  to  any 
other  Arctic  Gardens  checks  she  received? 

A.  If  I  recollect  correctly,  she  said  she  had  not 
received  any  more.  [3852] 

Q.  To  the  best  of  your  recollection,  would  her 
testimony  be  correct?  A.     I  don't  know. 

Q.  You  don't  remember  specifically  where  you 
mailed  that  check? 

A.  No,  I  haven't — my  natural  routine  would  be, 
having  made  it  out  to  Alpine  Dairy,  that  that  is 
where  I  would  mail  it. 
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Q.  How  about  the  checks  to  Issaquah  Creamery, 
what  did  you  do  with  them? 

A.  Likewise,  the  same  thing,  mailed  them  to 
Issaquah  Creamery  Company. 

Q.    And  Hans  Forster,  where! 

A.  To  the  Issaquah  Creamery  Company,  or  to 
Issaquah. 

Q.  Did  you  give  any  of  those  cheeks  to  Mr. 
Forster  personally?  A.     It  is   possible. 

Q.  Could  you  have  given  the  Alpine  check  to 
Mr.  Forster  personally? 

A.     That  is  possible,  too. 

Q.  One  of  these — these  were  all  just  normal 
transactions  so  far  as  you  were  concerned? 

A.  They  were  written  from  bills  forwarded  to 
me  to  pay.  [3853] 

Q.  One  of  them  was  for  interest  payments,  was 
it  not,  in  Exhibit  239,  dated  12-31-45  in  the  amount 
of  $773.21? 

A.     That  is,  as  I  remember  it,  yes. 

Q.    Do  you  find  that  check?  A.    Yes. 

Q.     And  to  whom  is  that  written? 

A.     That  is  written  to  Mr.  Hans  Forster. 

Q.     And  the  amount  is  $773.21? 

A.     Correct. 

Q.     And  was  that  for  interest? 

A.     That  was  my  understanding. 

Q.     On  the  last  day  of  the  year  of  1945? 

A.    Yes,  that  is  right, 

Q.  Did  you  make  out  a  1099  for  that  interest 
payment?  A.    I  did  not. 
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Q.  Why  did  you  not  make  out  a  1099  for  the 
payment  of  that  interest  to  Mr.  Forster? 

A.     I  presume  that  I  didn't  carry  through,  is  all. 

Q.  You  were  required,  according  to  your  knowl- 
edge of  the  situations,  to  prepare  such  a  form  to 
send  to  the  Government,  were  you  not? 

A.     I  expect  I  have  to  admit  it.  [3854] 

Q.     But  you  did  not? 

A.  I  did  not,  because  it  was  a  corporation  and 
I  didn't  feel  it  was  essential. 

Q.  Did  you  include  that  interest  on  the  tax  re- 
turn of  Mr.  Forster  for  1945? 

A.     I  did  not, 

Q.     (Interposing)      Wasn't    that 


A.     (Continuing)    that  I  know  of.  Not  as  an 

individual  item,  I  mean  to  say. 

Q.  You  prepared  the  personal  tax  return  of  Mr. 
Forster  at  that  same  time  and  you  did  not  include 
that  as  an  interest  item,  either? 

A.  Unless  he  gave  it  to  me  in  his  total  figures, 
I  wouldn't  know. 

Q.  Mr.  Erickson  was  responsible  for  the  books 
of  Issaquah  Creamery? 

A.     He  was  the  office  manager,  yes. 

Q.  Mr.  Forster  testified,  as  I  understood  it,  do 
you  recall  that  Mr.  Erickson  was  working  for  Issa- 
quah Creamery  and  not  for  him;  do  you  recall  that 
testimony  ? 

A.    I  have  a  recollection  of  it,  yes. 

Q.  Who  would  you  say  Mr.  Erickson  was  work- 
ing for? 
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Mr.  Keesling:  I  object,  your  Honor.  This  wasn't 
gone  into  on  direct.  [3855] 

The  Court:  I  don't  know  the  purpose  of  it,  Mr. 
Obenour.  It  appears  to  be  beyond  the  proper  scope, 
unless  it  has  some  particular  purpose. 

Mr.  Obenour:  If  the  Court  please,  we  are  deal- 
in; g  with  three  defendants  in  the  operation  of  a  com- 
bined effort. 

Necessarily,  the  knowledge  of  this  witness  as  to 
the  operation  and  conduct  of  the  other  defendants 
would  be  relevant,  and  certainly  would  be  open  to 
this  witness's  knowledge,  or  statement,  rather,  that 
he  had  no  knowledge  that  anything  was  wrong  in 
either  the  taxes  of  Mr.  Forster  or  Issaquah  Cream- 
ery Company,  and  this  is  Issaquah  Creamery  Com- 
pany. 

The  Court:  What  is  the  purpose  of  asking  this 
witness  whether  Mr.  Erickson  worked  for  Mr. 
Forster  or  Issaquah  Creamery  Company? 

What  does  that  have  to  do  with  the  cross-exami- 
nation of  this  witness?  I  will  ask  you  the  purpose 
which  I  wouldn't  ordinarily. 

Mr.  Obenour:  The  purpose  would  be  to  show 
what  this  witness's  knowledge  is  of  the  organiza- 
tion under  the  subject  of  the  last  four  counts  of  the 
Indictment,  Issaquah  Creamery  Company  and  each 
one  of  the  three  defendants. 

The  Court:  The  Court  will  sustain  the  objec- 
tion. [3856] 

Q.     (By  Mr.  Obenour  continuing) :    Did  you  go 
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over  the  books  of  the  Issaquah  Creamery  with  Mr. 

Erickson  ? 

A.  I  did  not  audit  the  books  of  the  Issaquah 
Creamery  Company. 

Q.  Did  you  discuss  the  bookkeeping  system  of 
Issaquah  Creamery  Company  with  Mr.  Erickson? 

A.  Mr.  Erickson  had  been  thoroughly  schooled 
in  the  bookkeeping  system  by  the  former  book- 
keeper, and  my  comments  were  only  just  occasional. 

Q.  Do  you  recall  your  statement  made  to  Mr. 
Eppler  on  May  16th  in  this  building? 

A.     I  do  not,   offhand. 

The  Court:     May  16th,  what  year? 

Mr.  Obenour:  May  16th,  1951.  Do  you  recall 
making  a  statement  in  this  building,  May  16th, 
1951,  in  the  presence  of  Mr.  Eppler? 

The  Witness:    Yes. 

Q.  (By  Mr.  Obenour  continuing)  :  Mr.  LeSourd, 
Mr.  O'Leary  and  Mrs.  Stokie? 

A.  Yes,  I  remember  the  statements.  That  is  the 
meeting. 

Q.  I  will  ask  you  if  you  were  asked  this  [3857] 
question,   and  if  you  made   this   answer: 

"Did  Harold  Erickson " 

"Question:  Did  Harold  Erickson,  the  office  man- 
ager at  Issaquah  Creamery  Company,  ever  ask  you 
for  accounting  advice  or  instructions  as  to  how  to 
carry  out  his  duties  as  a  bookkeeper  for  the  cor- 
poration?" 

"Answer:  In  1937,  I  spent  quite  a  little  time 
with  Harold  Erickson,  going  over  the  various  phases 
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of  the  journals  and  various  records  then  in  exis- 
tence, and  I  found  that  Mr.  Erickson  was  a  very 
excellent  accountant  and  did  not  need  too  much 
coaching,  and  did  a  very  fine  job  on  the  journals 
when  presented." 

A.  That  is  a  correct  statement.  Mrs.  Eck,  Miss 
Neukirchen,  had  thoroughly  schooled  him  in  the 
books  and  I  was  there  and  we  went  through  them  in 
a  general  way,  not  in  detail. 

Q.    Was  the  bookkeeping  system  adequate? 

A.    I  have  always  felt  so. 

Q.     Did  you  set  it  up? 

A.  Not  in  its  entirety.  Some  of  it  was  in  [3858] 
existence  when  I  first  went  with  the  company,  and 
was  continued. 

Q.  Then  would  you  explain  Exhibit  258?  That 
is  the  chart  of  accounts  that  was  to  be  used? 

A.  That  chart  of  accounts  was  made  up,  I  be- 
lieve, if  I  recollect  correctly,  in  1940  when  we  had 
the  break  over,  but  I  am  not  going  to  make  a  posi- 
tive statement  as  to  that,  but  I  think  that  is  when 
I  made  that  chart  of  accounts. 

Q.     That  was  your  chart  of  accounts? 

A.  Yes.  You  will  find  from — through  these 
books,  it  is  the  same  chart. 

Q.  And  all  of  the  books  of  Issaquah,  with  the 
exception  of  the  ledger,  were  kept  under  Mr.  Erick- 
son's  supervision  at  Issaquah  Creamery? 

A.     That  is  correct. 

Q.    And  here,  again,  you  kept  the  ledger  and  you 


1766  Hans  Forster  vs. 

(Testimony  of  L.  Hicks  Taylor.) 

would  go  there  once  a  month  to  get  the  figures  that 

would  be  totalled  by  Mr.  Erickson? 

A.     That  is  correct. 

Q.    Did  you  ever  look  into  the  books  at  all? 

A.     I  never  audited  the  books. 

Q.    Did  you  ever  look  into  the  books  ? 

A.  When  you  say  "look  into  them,"  I  had  to 
look  into  them  to  make  my  postings.   [3859] 

Q.     Did  you  examine  the  entries'? 

A.     Not  any  special  entries,  no. 

Q.  Mr.  Erickson  never  asked  you  any  questions 
how  any  expense  should  be  posted,  or  charged, 
rather? 

A.  Well,  I  wouldn't  want  to  say  that  he  didn't 
ever  ask  me,  because  I  think  he  did. 

Q.  Did  he  ever  ask  you  how  to  enter  any  money 
received  % 

A.     Oh,  he  probably  did.  I  don't  just  recollect. 

Q.  Did  you  ever  ask  Mr.  Erickson  how  he 
showed  receipts  of  Apex  checks'? 

A.  I  didn't  know  anything  about  the  Apex 
checks. 

Q.     How  about  Finstad  and  Utgard  checks'? 

A.     I  have  no  knowledge  of  them. 

Q.     Arctic  Garden  checks'? 

A.  I  wrote  them.  I  knew  they  were  written,  but 
I  had  no  knowledge  as  to  how  he  was  handling 
them. 

Q.    Did  you  £ver  ask  him?  A.     No. 

Mr.  Obenour:    May  I  have  Exhibit  238"? 


United  States  of  America  1767 

(Testimony  of  L.  Hicks  Taylor.) 

(Whereupon,    Exhibit   was   handed    to    Mr. 
Obenour  by  the  Clerk.) 

Q.  (By  Mr.  Obenour)  :  Do  you  recall  Mr.  Ep- 
pler's  testimony  as  to  [3860]  the  amount  of  per- 
sonal expenses  that  were  charged  to  business  ex- 
penses of  Issaquah  and  Alpine? 

A.     Yes,  I  have  a  recollection  of  it. 

Q.  Do  you  recall  the  amount  as  being  twenty- 
five  thousand  three  hundred  two  dollars  to  Alpine, 
and  twenty-five  thousand  two  hundred  seven  to 
Issaquah  % 

A.  The  amounts  I  can't  just  remember,  but  I 
remember  the  testimony. 

Q.     Would  it  be  approximately  those  amounts'? 

Mr.  LeSourd:  Objected  to,  your  Honor.  He  says 
he  can't  remember. 

The  Court:  Well,  he  asked  him  if  he  knows,  ap- 
proximately. If  he  doesn't,  he  may  say  so. 

A.  I  don't  remember  approximately,  even,  with- 
out seeing  the  schedule. 

Mr.  Obenour:  Would  you  stipulate  as  to  the 
totals  of  Exhibit  238? 

Mr.  Cox:     We  already  have. 

Mr.  LeSourd:     I  think  this  is 

Mr.  Obeonur:  (Interposing)  There  is  no  total  on 
it. 

Mr.  LeSourd:  I  don't  know  what  the  total  is. 
Have  you  personally  totalled  it? 

Mr.  Obenour:  I  haven't  but  Mr.  Simonson  [3861] 
has. 

Mr.  LeSourd:     Well,  if  Mr.  Simonson  says  the 
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total  is  so  much,  I  will  go  on  Mr.  Simonson's  state- 
ment. 

Mr.  Griffin:    Is  that  Simonson  and  Forster? 

Mr.  Obenour:     $107,780.86. 

Mr.  LeSourd:    Is  that  right,  Mr.  Obenour? 

The  Court :  I  am  afraid  we  haven't  in  the  record 
what  the  stipulation  is. 

Mr.  Obenour:  The  totals  of  the  entries  on  Ex- 
hibit 238,  which  was  the  stipulation  as  to  checks 
made  payable  to  Issaquah  Creamery  Company  not 
recorded  on  the  corporation's  books  and  deposited 
to  Hans  Forster's  personal  savings  account. 

The  Court:    And  what  is  the  total? 

Mr.  Obenour:    $107,780.86. 

The  Court:  And  it  is  stipulated  has  having  been 
computed  by  one  of  the  agents  of  the  Internal 
Revenue  ? 

Mr.  Obenour:    Yes,  sir. 

The  Court:  Anyone  else  want  to  join  in  that 
stipulation?  I  guess  it  is  only  material  as  between 
the  Government  and  Mr.  Taylor's  counsel,  is  that 
correct  ? 

Mr.  Obenour:    You  are  not  joining?  [3862] 

Q.     (By  Mr.  Obenour)     Now,  this 

Mr.  LeSourd:  (Interposing)  Let's  clarify  this. 
This  is  a  total,  as  I  understand  it,  of  the  figures  on 
the  stipulated  exhibit,  238,  for  all  the  years,  1943 
through  1949,  is  that  correct? 

Mr.  Obenour :    That  is  correct. 

Mr.  LeSourd:    I  am  willing  to  stipulate  that  as 
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simply  a  total  of  the  figures  appearing  on  the  ex- 
hibit. 

The  Court:     The  record  may  so  show. 

Q.  (By  Mr.  Obenour  continuing) :  Of  all  these 
checks  totalling  this  amount  of  $107,000  is  it  your 
testimony  you  have  knowledge  of  none  of  them? 
Do  you  care  to  examine  them? 

Mr.  LeSourd :  Now,  if  your  Honor  please,  I  will 
object  to  that  question,  unless  it  is  stated,  knowl- 
edge of  what? 

He  has  testified  that  he  knew  various  checks  were 
written  in  the  ordinary  course  of  business,  and  sent 
to  Issaquah.  I  assume  Counsel  is  talking  about 
knowledge  of  the  fact  when  they  reached  Issaquah 
they  were  not  entered  on  the  books. 

The  Court:  If  you  request  that  counsel  should 
state  what  he  means  when  he  refers  to  "Do  you 
[3863]  have  knowledge?",  the  Court  will  ask  that. 

Q.  (By  Mr.  Obenour  continuing)  :  Do  you  have 
knowledge,  or  did  you  have,  that  any  of  those  checks 
deposited  to  198  were  not  recorded  on  the  books  of 
Issaquah  Creamery  Company  in  the  years  1945  to 
1949? 

A.  May  I  still  examine  this?  I  am  halfway 
through. 

(Whereupon,  there  was  a  brief  pause.) 

Mr.  LeSourd:  Can  we  have  the  question  re- 
peated ? 

The  Court:    Mr.  Reporter,  read  the  question. 
(Whereupon,  the  following  was  read  by  the 
reporter:) 
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"Do  you  have  knowledge,  or  did  you  have,  that 
any  of  those  checks  deposited  to  198  and  not  re- 
corded on  the  books  of  Issaquah  Creamery  Com- 
pany in  the  years  1945  to  1949?" ) 

Mr.  LeSourd:  I  object  to  the  form  of  that  ques- 
tion. 

The  Court:  Are  you  talking  about  the  first  por- 
tion of  it — "Do  you"  or  "did  you,"  or  the  whole 
thing  ? 

Mr.  LeSourd:  There  is  something  grammatically 
[3864]  incorrect. 

Q.  (By  Mr.  Obenour  continuing)  :  Did  you  have 
knowledge  during  the  years  1945  to  1949  that  any 
of  the  checks  shown  on  that  exhibit  were  not  being 
recorded  by  Issaquah  Creamery  Company  but  were 
being  deposited  into  Account  198? 

The  Court:  Let  me  interrupt  here.  Are  you  in- 
quiring as  to  whether  he  knew  as  to  the  manner  in 
which  the  checks  were  issued  during  the  current 
year? 

Mr.  Obenour:  No,  sir.  I  am  inquiring,  in  ac- 
cordance with  that  stipulation,  that  he  had  knowl- 
edge of  any  of  those  entries  were  being  handled — 
not  recorded  and  deposited  directly  to  198. 

The  Court:  It  isn't  clear  to  me.  I  don't  know 
whether  it  is  clear  to  anyone  else. 

Mr.  LeSourd:  I  didn't  object  to  it,  because  as  I 
understand  the  question,  it  is  the  same  question  I 
asked  Mr.  Taylor  on  direct:  whether  he  knew  dur- 
ing this  period  of  time  whether  these  checks  were 
not  being  put  on  the  books,  and  deposited  in  198. 
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If  that  is  a  correct  interpretation  of  the  question, 

I  have  no  objection  to  it. 

Mr.  Griffin:  I  am  not  objecting,  because,  [3865] 
whatever  he  knew,  the  stipulation  is  there  by  his 
Counsel  that  they  were  not  being  recorded.  It  has 
all  been  stipulated  months  ago. 

The  Court:  Well,  they  were  not  being  recorded. 
The  question  now  is,  whether  he  knew. 

Mr.  Obenour:  I  took  it  that  is  what  Mr.  Obe- 
nour  was  asking. 

The  Court:  If  there  is  no  objection  to  it,  and 
the  witness  understands  the  question,  he  may  an- 
swer. 

A.  I  had  no  knowledge  of  the  entries  of  any  of 
the  checks  shown  on  Exhibit  238. 

Q.     (By  Mr.  Obenour)  :    Do  you  recall 

The  Court:  (Interposing)  :  You  have  no  knowl- 
edge of  the  entries'? 

The  Witness:  Maybe  I  am  ambiguous,  too.  No 
knowledge  of  the  lack  of  entry  in  the  Issaquah 
Creamery  books  of  these  items. 

Q.  (By  Mr.  Obenour  continuing)  :  And  you  are 
unable,  from  your  bookkeeping,  or  accounting,  for 
Issaquah  Creamery  to  determine  that  $107,000  of 
Issaquah  Creamery  income  was  not  being  reported 
to  you? 

Mr.  LeSourd:  I  will  object  to  that,  your  Honor, 
whether  he  was  able.  He  might  have  been  able  to 
[3866]  if  hired  to  make  an  audit.  The  form  of  the 
question,  I  think,  is  improper,  and  irrelevant  and 
immaterial,  whether  he  would  be  able  to. 
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The  Court:  Is  your  question  whether  he  knew, 
or  whether  he  might  be  able  to  know? 

Mr.  Obenour:  Whether  he  knew  that  he  did  not 
know. 

Mr.  LeSourd:  If  he  is  asking  what  he  knew,  I 
have  no  objection. 

Mr.  Griffin:  The  question  was,  whether  he  was 
able. 

The  Court :  That  is  the  question.  I  think  we  will 
strike  the  question,  and  you  better  restate  it. 

Mr.  Obenour:    Very  well. 

Q.  (By  Mr.  Obenour  continuing) :  Then  this  in- 
formation concerning  this  $107,000  was  not  given 
to  you?  A.    That  is  correct. 

Q.  Then  you  did  not  determine  that  $107,000  of 
Issaquah  income  was  not  being  entered  as  their 
taxable  income? 

Mr.  LeSourd:  Object  to  that.  I  don't  understand 
that  question,  myself. 

Mr.  Obenour:     I  will  rephrase  it. 

The  Court:  Do  you  strike  the  question,  and 
[3867]  you  want  to  rephrase  it? 

Mr.  Obenour:    Yes,  sir. 

Q.  (By  Mr.  Obenour  continuing)  :  From  your 
work  with  the  Issaquah  books,  you  did  not  deter- 
mine that  $101,000  was  not  reported  in  the  tax  re- 
turns of  Issaquah  Creamery? 

Mr.  LeSourd:    I  have  the  same  objection. 

The  Court:  The  question  is:  from  his  work  on 
the  books,  did  he  determine  that? 

Mr.  LeSourd:     Did  he  find  that? 
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The  Court:    Do  you  understand  the  question? 

A.  The  records  did  not  display  any  of  these 
items  to  draw  them  to  my  attention. 

Q.  (By  Mr.  Obenour)  :  Would  you  have  known 
if  this  amount  of  money  had  been  going  to  someone 
other  than  Mr.  Forster?  A.     I  would  not. 

Q.  Do  you  recall  Miss  Neukirchen's  testimony 
as  to  the  unreported  sales  of  Issaquah  Creamery 
Ice  Cream? 

A.    Yes,  I  have  a  recollection  of  it. 

Q.  Do  you  recall  that  she  testified  that  she  told 
you  and  complained  to  you  because  she  had  to  with- 
hold sales  of  ice  cream?  [3868] 

Mr.  LeSourd:  Object  to  that.  That  is  not  a  cor- 
rect statement  of  the  testimony. 

The  Court:     Objection  sustained. 

Q.  (By  Mr.  Obenour  continuing)  :  What  is  your 
recollection  of  her  testimony  concerning  her  report 
to  you  on  the  sales  of  ice  cream  that  were  not  being 
reported  ? 

A.  I  am  not  sure  that  I  remember  her  testimony 
about  me  being  in  the  picture. 

Q.     Do  you  recollect  she  reported  to  you? 

A.  I  have  no  remembrance  of  her  ever  reporting 
to  me. 

A.     Could  she  have?  A.    It  is  possible. 

Q.  But  you  did  nothing  further  to  determine 
whether  or  not  these  sales  were  being  reported? 

Mr.  LeSourd:  Objected  to,  your  Honor.  If  the 
testimony  indicates  he  never  knew  they  were  being 
reported,  the  form  of  the  question  is  faulty. 
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The  Court:  What  sales  are  you  referring  to 
now? 

Mr.  Obenour:  He  stated  that  this  unreported 
sales  of  ice  cream,  testified  to  by  Miss  Neukir- 
chen 

The  Court:  (Interposing)  And  then  he  states 
he  has  no  recollection  of  talking  to  them,  and  it 
isn't  [3869]  clear  in  my  mind,  at  least,  what  sales 
they  are  referring  to. 

Mr.  Obenour:    I  will  rephrase  it. 

Q.  (By  Mr.  Obenour  continuing) :  You  have 
no  knowledge  at  all  that  ice  cream  sales  were  not 
being  reported  by  Issaquah  Creamery  at  any  time*? 

A.     That  is  correct. 

Q.  Did  you  advise  Mr.  Forster  concerning  the 
Daisy  Ice  Cream  Company? 

Mr.  LeSourd:     I  will  object 

A.     (Interposing)     I  am  not  sure  I  understand. 

Mr.  LeSourd:  (Continuing)  That  is  ambiguous, 
if  the  Court  please. 

Mr.  Obenour:    Give  me  Number 

The  Court:     (Interposing)     Pardon? 

Mr.  LeSourd:  It  is  ambiguous.  In  connection 
with  what? 

Q.  (By  Mr.  Obenour)  :  Did  you  participate  in 
the  purchase  of  Daisy  Ice  Cream  Company  by  Mr. 
Forster?  A.    Yes. 

Q.  Did  you  tell  Mr.  Forster  when  it  was  for 
sale? 

A.     To  the  best  of  my  recollection,  I  did.  [3870] 
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Q.    You  helped  Mr.  Riig  prepare  deposit  slips? 

A.    Yes. 

Q.     And  you  had  nothing  further  to  do  with  it? 

A.    That  is  correct. 

Q.  Did  you  have  knowldege  that  Mr. — of  that 
matter,  to  which  Mr.  Eppler  testified  as  to  the 
transfer  of  some  $17,000  from  the  Daisy  account  to 
account  198? 

A.  The  amount,  I  don't  know.  I  remember  him 
testifying,  but  I  don't  have  the  amount  in  my  mind. 

Q.  Do  you  recall  that  money  was  transferred, — 
according  to  Mr.  Eppler 's  testimony, — was  trans- 
ferred from  the  Daisy  account  to  198? 

A.    Yes,  I  remember  testimony  of  that  type. 

Q.  Do  you  have  any  recollection  of — what  is 
your  recollection  now,  rather,  of  how  this  Daisy 
income  was  being  reported? 

A.     I  have  no  recollection  of  it  at  all. 

Q.    Did  you  think  it  was  being  reported? 

A.    Yes. 

Q.    How  did  you  think  it  was  being  reported? 

A.     I  don't  know. 

Q.  Do  you  recall  Miss  Neukirchen's  testimony 
that  she  entered  the  Daisy  charges  on  the  Issaquah 
sales  analysis  sheets,  Exhibit  244? 

A.    I  remember  her  testimony  to  that  effect. 

Q.  Did  you  ever  see  those  entries  upon  the  sales 
analysis  sheets? 

A.    I  never  examined  sales  records. 

Q.    Do  you  recall  her  testimony  as  to  withholding 
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some  slips  of  Daisy,  and  then  making  out  these  sales 

recaps  1 

A.     I  remember  the  testimony,  yes. 

Q.    Were  you  aware  this  was  being  done? 

A.    I  was  not. 

Q.  Do  you  recall  your  statement  made  to  Mr. 
Eppler  previously  referred  to  in  this  building? 

A.     I  recollect  that  I  made  a  statement. 

Q.  I  will  ask  you  if  you  were  asked  this  ques- 
tion, and  made  this  answer: 

Mr.  LeSourd:     What  number,  Mr.  Obenour? 

Mr.  Obenour:    Question  seventy,  page  twelve. 

Q.  (By  Mr.  Obenour  continuing):  "Question: 
Did  you  inquire  as  to  where  the  receipts  from 
Daisy  Ice  Cream  were  taken  into  account  for  in- 
come tax  purposes? 

"Answer :  In  my  work,  it  was  my  general  opinion 
that  they  were  being  entered  into  the  Alpine  books. 
I  never  made  any  specific  inquiry  about  them." 

Were  you  asked  that  question  and  did  you  [3872] 
make  that  answer? 

A.  That  is  the  answer  I  gave  at  that  particular 
time,  yes. 

Q.     Is  that — was  that  a  true  statement? 

A.  It  was  true.  My  opinion  was  the  income  of 
the  Daisy  Ice  Cream  went  into  the  Alpine. 

Q.     And  this  question,  seventy-five: 

"What  was  your  understanding  of  the  function 
of  this  bank  account,  and  what  efforts  did  you  make 
to  include  it  in  the  Alpine  Dairy  balance  sheets? 

"Answer:    After  the  one  time  that  I  assisted  Mr. 
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Riig  in  making  a  deposit,  that  account,  at  no  fu- 
ture time,  ever  came  to  my  attention " 

Mr.  Obenour:     Pardon  me. 

Mr.  LeSourd:  You  started  reading  there,  Mr. 
Obenour.    Will  you  finish  reading? 

Q.  (Continuing)  "It  was  handled  by  Mr.  Erick- 
son  at  Issaquah." 

Mr.  LeSourd:  And  "ever  came  to  my  attention 
in  any  way." 

Q.     (By   Mr.    Obenour   continuing)  :     " ever 

came  to  my  attention  in  any  way,  and  was  handled 
by  Mr.  Erickson  [3873]  at  Issaquah. 

"Mr.  Eppler  to  Mr.  LeSourd:  'Any  point  that 
you  want  to  make,  Mr.  LeSourd,  before  we  leave 
Daisy  Ice  Cream'  ? 

"By  Mr.  LeSourd:  I  do  not  think  his  answer 
covers  the  whole  of  that  question.  You  asked  him 
what  his  understanding  was  as  to  the  nature  of  the 
account,  or  something  like  that.  I  do  not  think  he 
answered  that." 

And  then  your  answer  continued: 

"It  was  for  convenience  the  money  was  deposited 
in  Peoples  Bank  to  be  immediately  drawn  on  from 
Issaquah  by  Mr.  Erickson,  and  it  would  not  have 
anything  to  do  as  far  as  with  the  operation  of  Al- 
pine books  a  separate  bank  account." 

Was  it  your  understanding  then  that  it  was  being 
entered  through  the  Alpine  books  as  you  answered 
in  question  seventy,  or  was  it  your  understanding 
it  was  being  handled  through  Issaquah  as  in  sev- 
enty-five ? 
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A.  I  did  not  have  a  definite  understanding  at  all 
of  any  of  it. 

Q.     And  you  have  no  understanding  of  it  now? 

A.     I  have  not. 

The  Court:  When  you  read  these  answers,  you 
[3874]  were  referring  to  the  Daisy  Ice  Cream  Com- 
pany, is  that  correct? 

Mr.  Obenour:    Yes,  sir. 

Mr.  Keesling:  May  I  inquire:  Does  counsel  re- 
fer to  Alpine  Dairy  or  Alpine  Ice  Cream? 

Mr.  Obenour:    I  was  reading  a  question  put. 

The  Court:  He  was  reading  a  question  in  a  for- 
mer interview. 

Q.  (By  Mr.  Obenour)  :  This  Daisy  Ice  Cream 
was  purchased  from  Mr.  Morris,  as  I  understand 
it?  A.     F.  M.  Morris,  yes. 

Q.  And  were  you  in  on  that  transaction  at  the 
time  of  the  purchase  ? 

A.  I  was  doing  some  bookkeeping  work  for  Mr. 
Morris  at  the  time  of  the  purchase. 

Q.  Do  you  recall  the  manner  in  which  the  sale 
was  made? 

A.  My  recollection  is  that  there  was  some  cash 
and  a  note,  but  I  don't  remember — haven't  any  re- 
membrance of  the  amount,  the  total. 

Q.    Did  you  prepare  the  note? 

A.    It  is  possible. 

Q.    Did  you  keep  track  of  the  payments? 

A.    No.   [3875] 

Mr.  Obenour:    Excuse  me  a  moment. 

(Whereupon,  there  was  a  brief  pause.) 
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Q.  (By  Mr.  Obcnour)  :  Then,  at  this  same  time, 
approximately  that  Mr.  Forster  testified,  he  became 
interested  in  a  piece  of  land  in  the  Denny  Regrade 
area? 

Mr.  LeSourd:  Objected  to  as  not  proper  cross- 
examination,  not  a  subject  that  forms  any  of  the 
Government's  case  here,  and  we  didn't  go  into  this 
matter   in    chief. 

Mr.  Obenour:  I  believe  it  is  relevant,  if  the 
Court  please. 

The  Court:     It  is  a  preliminary  question? 

Mr.  Obenour:    Yes,  sir. 

Mr.  LeSourd :  This  is  an  entirely  separate  trans- 
action, as  I  understand  it.  The  purchase  of  the  real 
estate  there  has  nothing  to  do  with  any  part  of  the 
income  which  is  alleged  to  have  been  evaded  here, 
and  which  we  covered  in  our  direct  examination. 

The  Court:  Well,  it  is  represented  as  being  pre- 
liminary and  the  Court  would  overrule  objection  as 
to  materiality  at  this  time. 

Mr.  Obenour:    Yes,  sir. 

Q.  (By  Mr.  Obenour  continuing) :  Do  you  re- 
call that  transaction,  [3876]  Mr.  Taylor? 

A.    Very  well. 

Q.  And  were  you — did  you  participate  in  the 
sale  of  this  property  to  Mr.  Morris? 

A.  Objected  to,  your  Honor,  improper  cross- 
examination. 

The  Court:  Objection  overruled.  It  is  still  pre- 
liminary ? 

Mr.  Obenour:    Yes,  sir. 
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A.    Yes,  I  participated  in  it. 

Q.  (By  Mr.  Obenonr) :  And  do  you  recall  Mr. 
Forster's  testimony  as  to  the  price  that  was  paid 
for  that  property?  That — if  I  recall,  would  you 
state  whether  or  not  this  is  your  recollection:  that 
he  thought  Mr.  Morris  wanted  it  badly,  and  they 
could  get  another  one  thousand  dollars  for  it? 

Mr.  LeSourd:  Objected  to  as  improper  cross- 
examination. 

Q.  (By  Mr.  Obenour  continuing)  Do  you  re- 
call that  testimony? 

The  Court:    Objection  overruled. 

A.  I  don't  have  a  recollection  of  the  one  thou- 
sand dollars.  I  believe  it  was  five  hundred  more. 

Q.  (By  Mr.  Obenour) :  Five  hundred  more  ? 
What  was  the  sale  price  of  that  property  to  Mr. 
Morris  ? 

Mr.  LeSourd:    Same  objection. 

The  Court:    Objection  overruled. 

A.     To  the  best  of  my  recollection,  it  was  $14,500. 

Q.  (By  Mr.  Obenour) :  And  did  you  carry 
that  on  the  tax  return  for  Mr.  Forster,  that  sale, 
that  transaction,  in  the  year  1946? 

A.     To  the  best  of  my  recollection. 

Mr.  LeSourd:    Just  a  moment.  Same  objection. 

The  Court:     Objection  overruled. 

Q.  (By  Mr.  Obenour)  :  Handing  you  Exhibit  2, 
and  referring  to  the  schedule  attached  there,  what 
would  be  page  3,  and  a  notation  "Real  Estate,"  is 
that  the  item  there,  is  that 


A.     (Interposing)     That  would  be- 
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Mr.  LeSourd:  (Interposing)  Just  a  moment,  if 
the  Court  please.  May  we,  to  avoid  continual  repe- 
tition, have  a  continuing  objection  to  questions  on 
this  line  of  examination?  It  is  improper  cross- 
examination.  This  is  a  matter  that  we  didn't  go  into 
in  our  direct  examination.  It  isn't  even  involved  in 
the  case  directly,  and  to  permit  counsel  to  go  be- 
yond [3878]  the  scope  of  proper  cross 

The  Court:  (Interposing)  I  take  it  this  goes 
to  credibility? 

Mr.  Obenour:    This  goes  to  that  matter. 

The  Court:  On  that  basis,  the  Court  is  over- 
ruling the  objection.  It  isn't  that  it  is  a  material 
matter,  apart  from  that. 

Mr.  LeSourd:  Well,  we  may  be  faced  with  this 
many  times  in  the  course  of  this  examination  and 
if  the  Court  is  going  to  permit  cross-examination 
into  matters  of  this  kind  that  are  not  a  part  of  the 
direct  examination,  we  want  to  be  heard  at  some 
length  on  the  matter. 

The  Court:  I  presume  there  is  a  limit.  The 
Court  will  advise  you  now  it  will  not  permit  un- 
limited cross-examination  of  this  type. 

Mr.  Obenour:  It  is  not  our  intention,  if  the 
Court  please. 

Mr.  LeSourd:  We  ask  for  a  continuing  objec- 
tion, then,  to  this  line  of  questioning. 

The  Court :    Yes,  it  may  show. 

Now,  I  don't  want  that  to  be  to  all  questions,  but 
when  you  think,  as  we  are  getting  off  of  that,  if 
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you  will  make  one  objection  and  that  will  cover  sub- 
sequent objections.  [3879] 

Mr.  Obenour:  Yes,  I  am  speaking  now  of  the 
items  of  the  sale. 

The   Court:     Yes. 

Q.     (By  Mr.  Obenour)  :    Is  that  the 

The  Court:  (Interposing)  Is  there  a  question 
pending  ? 

Mr.  Obenour:    I  don't  recall. 

The  Court:  Do  you  wish  to  restate  a  question 
now? 

Mr.  Obenour:    Yes. 

Q.  (By  Mr.  Obenour) :  You  already  referred  to 
the  schedule,  page  three  of  exhibit  two,  the  tax  re- 
turn of  Mr.  Forster,  1946.  Calling  your  attention 
to  the  item  of  real  estate,  is  that  correct,  showing 
an  acquisition  in  1940?  A.     Yes. 

Q.    And  a  sale,  is  that  correct,  in 

A.     (Interposing)     1946. 

Q.    And  the  amount  of  the  sale  is  $14,500? 

A.     That  is  what  appears  here. 

Q.    And  did  you  prepare  that  figure? 

A.     I  did. 

Q.  And  that  was  the  selling  price  of  that  real 
estate?  [3880]  A.     That  is  correct. 

Q.  And  your  computation,  then,  of  the  tax  re- 
turn includes  the  profit  made  on  the  sale  of  that 
real  estate  by  Mr.  Forster? 

A.     The  profit  shows  $4500  on  the  sale. 

Q.  If  the  property  was  purchased  for  ten  thou- 
sand, and  sold  for  $14,500? 
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A.     That  is  correct. 

Mr.  Obenour:  I  ask  that  these  be  marked,  please, 
as  the  exhibits  next  in  order. 

The  Clerk:  Plaintiff's  Exhibits  286  and  287 
marked  for  identification. 

Strike  287.  Plaintiff's  Exhibit  286  marked  for 
identification. 

(Plaintiff's   Exhibit  No.   286  marked   for 
identification.) 

Q.  (By  Mr.  Obenour) :  Handing  you  what  has 
been  marked  for  identification  as  Plaintiff's  Ex- 
hibit 286,  can  you  identify  that,  please? 

A.  Yes.  This  is  an  installment  note  from  Mr. 
Frank  L.  Morris  to  the  Issaquah  Creamery  Com- 
pany, Incorporated,  signed  by  Hans  Forster,  Presi- 
dent. 

Q.     Is  that  from  or  to? 

A.  To  Mr.  Frank  L.  Morris  from  the  Issaquah 
Creamery  Company.  [3881] 

Q.  And  is  that  the  note  that  you  have  been  re- 
ferring to,  previously  referred  to,  that  was  involved 
in  the  sale  of  Daisy  Ice  Cream  from  Mr.  Morris 
to  Mr.  Forster? 

A.  From  the  appearance  of  the  note,  there  is 
nothing  to  indicate  that  the  real  estate  had  any 
connection  with  this  particular  note. 

Q.  Is  that  the  note  to  which  you  referred  as 
being  involved  in  the  sale  of  the  real  estate,  Daisy 
Ice  Cream  to  Mr.  Forster  from  Mr.  Morris? 

Mr.  LeSourd:    If  your  Honor  please,  I  am  com- 
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pletely  confused  here,  as  to  just  what  his  question 

is. 

The  Court:    I  take  it  he'd  better  offer  this. 

Mr.  Obenour:  I  was  attempting  identification  as 
to  whether  this  was  the  matter  to  which  he  referred. 

The  Court :  Does  he  recognize  the  note  ?  Do  you 
identify  it? 

Mr.  LeSourd:  If  the  witness  has  seen  the  note 
before,  and  recognizes  it. 

A.  I  have  seen  the  note.  It  is  my  belief  that  I 
typed  it,  but  I  am  puzzled  as  to  the  application. 
The  note  itself 

Mr.  LeSourd:  (Interposing)  Just  a  moment.  We 
are  [3882]  just  on  identity  now. 

The  Court:     That  is  right. 

The  Witness :  I  can  identify  this  page  of  it.  The 
other  page 

The  Court:  (Interposing)  When  you  say  "this 
page,"  what  are  you  referring  to? 

The  Witness:  Well,  the  note  itself.  This  note  I 
recognize. 

The  Court:    You  recognize  the  top? 

The  Witness :  The  top,  and  I  recognize  this  writ- 
ing here  as  my  penmanship,  but  this  is  what  I  am 
very  puzzled  about. 

The  Court:  There  are  some  entries  above  the 
writing  that  is  yours? 

The  Witness:  Yes.  This  writing  is  mine,  but 
this  is — while  I  have  used  that  in  working  this  cal- 
culation, I  still — it  doesn't  bring  back  any  recollec- 
tion of  what  this  note  actually  was  for  definitely. 
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Mr.  Griffin:  Well,  if  the  Court  please,  on  the 
matter  of  identification,  now,  I  submit  he  has  iden- 
tified the  document.  I  suspect  the  reason  they  are 
being  used  is  because  he  will  be  puzzled. 

Mr.  LeSourd:  Well,  the  comment  of  Mr.  Grif- 
fin  

The  Court:  (Interposing)  Comment  of  counsel 
is  [3883]  not  evidence,  and  the  Jury  will  disre- 
gard it. 

Mr.  Griffin :    I  take  it  it  is  identified. 

The  Court:    Are  you  offering  it? 

Mr.  Obenour:    Yes,  sir;  we  will  offer  it. 

Mr.  Griffin:     No  objection. 

Mr.  Keesling:    May  I  inquire  the  date? 

Mr.  Cox:    May  1,  1944. 

The  Court:  I  understood,  Mr.  Griffin,  you  had 
no  objection? 

Mr.  Griffin:     No  objection. 

(Whereupon,  there  was  a  brief  pause.) 
[3884] 


***** 


L.  HICKS  TAYLOR 

a  defendant,  upon  being  recalled  as  a  witness  for 
and  on  behalf  of  the  Defendant  Taylor,  and  having 
been  previously  duly  sworn,  testified  as  follows: 

Cross  Examination —  ( Continued) 

Q.     (By  Mr.  Obenour)  :     Mr.  Taylor,  I  believe 

you  stated  that  when  Mr.  Forster  purchased  Daisy 

Ice  Cream  from  Mr.  Morris,  that  the  payments  for 

this  transaction  was  by  a  portion  being  paid   in 
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cash,  and  the  balance  being  paid  by  a  note  given 

by  Mr.  Forster  to  Mr.  Morris,  is  that  correct  ? 

A.     That  is  correct. 

Q.     And  that  was  in  1944? 

A.     To  the  best  of  my  recollection  yes. 

Q.  And  then  this  note  was  paid  on,  then,  for  a 
period  of  time,  and  did  you  keep  track  of  those 
payments  ? 

A.     No,  I  had  no  connection  with  that. 

Q.  Did  you  prepare  the  note  that  showed  this 
balance  of  the  payment  owed  by  Mr.  Forster  to 
Mr.  Morris? 

A.     It  is  my  recollection  that  I  did,  yes. 

Q.  And  is  that  the  balance,  the  face  of  Exhibit 
286,  that  you  so  identified  yesterday? 

A.     Yes,  I  prepared  this  note. 

Q.     That  is  Exhibit  286? 

A.     Exhibit  286,  yes.  [3912] 

Q.    May  I  see  it,  please? 

Now,  this  is  the  note,  then,  that  was  given  by  Mr. 
Forster  for  the  balance  of  the  Daisy  Ice  Cream 
purchase  price? 

A.     That  would  be  my  recollection  of  it,  yes. 

Q.  Mr.  Forster  had  acquired  a  piece  of  property 
in  what  is  known  as  the  Denny  Regrade,  had  he 
not? 

A.  Yes,  First  West — or,  First  North  and  West 
Mercer. 

Q.    And  what  was  the  date  that  he  acquired  that  ? 
The  Court:    You  are  talking  about  Morris? 
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Mr.  Obenour:  No,  the  date  that  Mr.  Forster 
acquired  that  piece  of  property.   Pardon  me. 

A.  I  have  a  recollection  it  was  three  or  four 
years  prior  to  this  arrangement. 

Q.  (By  Mr.  Obenour) :  And  that  is  the  piece 
of  property  that  was  shown  in  Exhibit  2,  the  tax 
return  of  1946  for  Mr.  Forster  as  being  acquired 
for  the  price  of  ten  thousand  dollars,  showing  you 
the  schedule  attached  to  Exhibit  2?  A.    Yes. 

Q.     On  the  real  estate? 

A.     The  cost  was  $10,000,  yes. 

Q.  And  this  property  was  subsequently  sold  to 
Mr.  Morris,  was  it  not?  [3913]  A.     It  was. 

Q.  Did  you  take  part  in  this  transaction  of  the 
sale  of  this  Denny  Regrade  property  from  Mr.  For- 
ster to  Mr.  Morris? 

A.     It  is  my  recollection  that  I  did,  yes. 

Q.  There  was  no  other  person  that  participated 
in  this  sale,  was  there,  except  yourself,  Mr.  For- 
ster and  Mr.  Morris? 

A.    Just  the  three  parties,  yes. 

Q.     There  were  no  attorneys  involved  ? 

A.     I  do  not  recall  that  there  was. 

Q.     There  was  no  real  estate  man  involved? 

A.     I  don't  believe  so. 

Q.  At  that  time,  Mr.  Forster  then  owed  a  cer- 
tain balance  on  this  note,  Exhibit  286,  is  that  cor- 
rect? 

A.     The  note  displays  that,  I  believe,  yes. 

Q.  Was  that  transaction  then  of  the  sale  of  the 
Denny  Regrade  property  from  Mr.  Forster  to  Mr. 
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Morris  handled  by  charging  off  the  unpaid  balance 
of  the  note,  Exhibit  286,  that  Mr.  Forster  owed  to 
Mr.  Morris  against  the  price  of  the  property  Mr. 
Morris  was  acquiring? 

Mr.  LeSourd:  If  the  Court  please,  I  take  it  the 
record  shows  a  continuing  objection  by  us  to  all  the 
inquiry  on  this  subject? 

The  Court:    Yes,  the  record  may  so  show.  [3914] 

Mr.  LeSourd:    On  the  grounds  previously  stated? 

The  Court :  Yes.  If  you  have  any  particular  ob- 
jection as  to  form,  or  something  like  that,  you  may 
state  it. 

A.     May  I  have  that  exhibit  before  me,  please? 

Q.     (By  Mr.  Obenour) :    Which  one,  the  note  ? 

A.     That  note. 

Q.     Exhibit  286. 

(Whereupon,  Exhibit  was  handed  to  the  wit- 
ness by  Mr.  Obenour.) 

Mr.  LeSourd :  May  we  have  the  pending  question 
read,  your  Honor? 

The  Court:    Mr.  Reporter,  read  the  question. 

(Whereupon,  the  following  was  read  by  the 
reporter:) 

"Q.  Was  that  transaction  then  of  the  sale  of  the 
Denny  Regrade  property  from  Mr.  Forster  to  Mr. 
Morris  handled  by  charging  off  the  unpaid  balance 
of  the  note,  Exhibit  286,  that  Mr.  Forster  owed  to 
Mr.  Morris  against  the  price  of  the  property  Mr. 
Morris  was  acquiring?" 

A.  The  consideration  for  the  property,  definitely 
understood  [3915]  by  Mr.  Morris,  Mr.  Forster  and 
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Mr.  Taylor,  was  $14,500.    At  a  later  date,  or  near 
the  date  application  was  made  on  this  note  for  some 
type  of  a  settlement  on  this  note. 

Q.  (By  Mr.  Obenour) :  Would  you  answer  the 
question,  please,  Mr.  Taylor? 

A.    I  felt  that  I  did.  That  is  the  exact  fact. 

Q.  Did  Mr.  Morris  pay  Mr.  Forster  anything 
for  that  property  ? 

A.    $14,500  was  a  contract  price. 

Q.  Did  Mr.  Morris  pay  Mr.  Forster  any  money 
in  cash  for  that  property?  A.    He  did  not. 

Q.  How  was  Mr.  Forster  paid  for  that  property 
that  he  sold  to  Mr.  Morris? 

A.     It  was  in  a  settlement  upon  the  final  note. 

Q.     Exhibit  286? 

A.     286  was  finally  settled,  yes. 

Q.  And  then  they  charged  the  unpaid  balance  of 
the  note,  286,  against  the  purchase  price  Mr.  Morris 
was  to  pay  for  the  Denny  Regrade  property? 

A.  Not  against  the  purchase  price;  an  agreed 
closing  price  on  the  contract. 

Q.    Wouldn't  that  be  the  purchase  price?  [3916] 

A.  No,  it  was  not.  The  purchase  price  was  $14,- 
500. 

Q.  When  did  this  transaction  take  place,  the 
sale  from  Mr.  Forster  to  Mr.  Morris? 

A.  To  the  best  of  my  recollection,  sometime  in 
January  of  1946;  in  that  neighborhood. 

Q.    January,  1946? 

A.    It  was  my  impression  it  was.  I  am  not  sure. 
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Q.  There  is  a  series  of  figures  on  the  back  of 
Exhibit  286  there  starting  from  June,  1944 

A.     (Interposing)  Yes. 

Q.     (Continuing)  through  December,  1945,  is 

it,  or  what  is  the  last  entry? 

A.    Well,  it  appears  to  be  December  of  1945. 

Q.  Those  represent  the  payments  by  Mr.  Forster 
upon  the  note  to  Mr.  Morris? 

A.    Yes,  they  do. 

Q.  And  what  is  the  balance  then  from  the  last 
payment  made  by  Mr.  Forster  to  Mr.  Morris  on 
that  note,  Exhibit  286?  A.     $12,680. 

Q.  Now,  that  would  be  the  balance,  then,  that 
Mr.  Forster  owed  Mr.  Morris  for  the  Daisy  Ice 
Cream  Company? 

A.     That  he  would  owe  on  this  note. 

Q.  That  is  right,  and  that  would  be  the  balance 
of  [3917]  the  unpaid  purchase  price  for  the  entire 
property  ? 

A.     That  I  would  not  be  sure  of. 

Q.  Was  it  paid  in  cash,  the  other  price,  other 
than  that  note,  was  paid  in  cash,  was  it  not? 

A.     That  I  am  not  sure  of,  no. 

Q.     That  would  represent  the 

A.     (Interposing)  This  represented  a  balance. 

Q.    A  balance  ?  A.    A  balance. 

Q.    You  knew  of  no  other? 

A.  I  don't  know  what  transaction  Mr.  Morris 
and  Mr.  Forster  might  have  had  that  I  knew  noth- 
ing about. 
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Q.  But  at  the  time  this  property  was  sold  to 
Mr.  Morris,  it  was  $12,886? 

A.  That  is  what  this  record  purports  to  show, 
yes. 

Q.  Now,  that  was  then  charged  against  the  price 
Mr.  Morris  was  to  pay  for  the  Denny  Regrade 
property  ? 

A.  I  have  been  trying  to  explain  that.  The  con- 
tract price  of  that  real  estate  was  fourteen  thou- 
sand five  hundred  dollars.  Whatever  settlement  was 
made  on  this  note  was  some  other  arrangement. 

Q.    You  were  there,  weren't  you? 

A.     I  was  there,  yes. 

Q.  Those  are  your  figures  on  the  back  there, 
aren't  [3918]  they? 

A.    That  is  correct,  yes. 

Q.    You  computed  the  balance,  did  you  not  ? 

A.     That  is  right. 

Q.  And  what  figure  did  you  use  for  the  price 
Mr.  Morris  was  to  pay  Mr.  Forster  for  the  Denny 
Regrade  property? 

A.  You  are  putting  into  this  question  something 
that  did  not  exist.   The  purchase  price  was  $14,500. 

Q.  What  price  was  Mr.  Forster  credited  as  re- 
ceiving for  the  Denny  Regrade  property? 

A.  Now,  the  answer  is  that  the  settlement 
against  this  note  was  made  on  a  basis  of  $15,500. 
It  had  nothing  to  do  with  the  real  estate. 

Q.  That  was  the  price,  was  it  not,  that  Mr.  For- 
ster was  credited  as  receiving  for  the  Denny  Re- 
grade property?  A.     It  was  not. 
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Q.    How  did  you  reach  the 


A.  (Interposing)  $14,000.  That  is  something 
that  a  discussion  was  had  on,  and  I  don't  just 
remember  the  details. 

Q.    You  were  present? 

A.    I  was  present,  yes. 

Q.  You  took  fifteen  thousand  five  hundred  for 
the  [3919]  figure  you  used  in  your  computation? 

A.     That  was  the  settlement  of  this  note,  yes. 

Q.    Was  that  $15,500? 

A.  Fourteen  thousand  five  hundred  real  estate 
and  some  adjustment  of  one  thousand  dollars. 

Q.  $14,500  real  estate,  and  some  adjustment  of 
one  thousand  dollars?  A.     That  is  right. 

Q.     Does  that  adjustment  show  on  there? 

A.  I  probably  did  not  write  the  details  here. 
They  are  not  here. 

Q.  There  was  no  change  in  the  price  Mr.  For- 
ster was  to  pay  Mr.  Morris  for  the  Daisy  property, 
was  there? 

A.    A  reduction  of  one  thousand  dollars,  yes. 

Q.  And  you  recall  then  that  the  price  Mr.  For- 
ster was  to  pay  Mr.  Morris  was  reduced  one  thou- 
sand dollars?  A.     That  is  correct. 

Q.  A  year  and  a  half  later,  he  is  credited  one 
thousand  dollars,  he  did  not  have  to  pay? 

A.     You  say  a  year  and  a  half? 

Q.  Yes,  according  to  the  date  of  the  payments 
on  that  note  ? 

A.  December,  1945,  I  believe,  and  January,  1946, 
are  the  dates.  [3920] 
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Q.    What  is  the  first  date  >. 

A.    December,  1945. 

Q.  And  a  year  then,  a  year  Later,  lie  is  credited 
an  additional  one  thousand  dollar-  \ 

A.  It  wouldn't  be  a  year  later.  It  would  be  in 
the  following  month. 

Q.    What  is  the  date  of  the  note,  please  ? 

A.     I  apologize,  Mr.  Obenour.   May  1,  1944. 

Q.  And  the  date  of  this  transaction  was  Janu- 
ary, 1946.  It  would  be  a  year  and  a  half  later  he 
is  credited  with  one  thousand  dollars? 

A.     That  is  correct. 

Q.  Was  that  explained  to  you  when  you  used 
this  15-5  figure? 

A.    Yes,  at  the  time  it  was  discussed. 

Q.  Why  wasn't  the  $12,886  figure  reduced  one 
thousand  dollars  then? 

A.    It  could  have  been. 

Q.    Was  it? 

A.    It  wasn't,  but  it  could  have  been. 

Q.    What  figure  did  you  use? 

A.     I  used  the  lump  sum  of  $15,500. 

Q.  Why  did  you  add  one  thousand  dollars  then 
to  the  sales  price  of  the  Denny  Regrade  property 
if  there  was  a  credit  to  the  note?  [3921] 

Mr.  LeSourd:  Objected  to,  your  Honor.  The 
note  doesn't  so  show. 

The  Court:    Objection  sustained. 

Mr.  Obenour:  He  said  the  sales  price  was  14-5, 
and  he  used  15-5  in  his  computation. 
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The  Court:  The  Court  sustained  the  objection. 
I  suggest  you  may  go  ahead. 

Q.     (By  Mr.  Obenour)  :    14-5  was  the  sales  priced 

A.  That  was  the  contract  price  made  between 
Mr.  Forster  and  Mr.  Morris. 

Q.     When  was  that  agreed? 

A.  As  to  dates,  I  cannot  say,  but  it  would  have 
been  within  this  period. 

Q.     Within  what  period? 

A.     January,  1946. 

Q.  Did  you  have  more  than  one  meeting  with 
Mr.  Morris  and  Mr.  Forster  to  discuss  payment  of 
this  price?  A.     It  is  possible. 

Q.    Do  you  recall?  A.     No,  I  do  not. 

Q.  It  could  have  been  that  this  price  at  the  time 
that  the  Denny  Regrade  property  price  was  agreed 
upon  was  also  the  same  price  at  which  you  made 
these  computations?  A.     It  was  not.  [3922] 

Q.  Would  you  show  the  jury  what  those  figures 
are  on  the  back  of  that  286,  please? 

The  Court:     You  wish  the  jury  to  see  them? 

Mr.  Obenour:    Yes,  please. 

The  Court:  You  cannot  expect  the  witness  to  go 
over  there. 

Mr.  Obenour :  I  meant  if  he  would  indicate  what 
they  were. 

The  Court:     The  Bailiff  will  hand  it. 

(Whereupon,  there  was  a  brief  pause,  while 
the  exhibit  was  handed  to  the  jurors.) 

The  Court:  If  you  have  a  question  or  two  on 
this,  you  may  ask  it,  Mr.  Obenour  and  then  we  will 
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go  on  to  something  else.  We  have  had  enough  time 

on  this. 

Q.  (By  Mr.  Obenour) :  What  were  you  comput- 
ing on  those  figures  on  the  back  of  the  note,  Mr. 
Taylor?  A.     The  settlement  of  the  note. 

Q.     The  settlement  of  the  note?  A.     Yes. 

Q.  And  the  balance  of  two  thousand  some  dollars 
there — or,  three  thousand  some  dollars — is  what  fig- 
ure— is  that  the  balance  that  Mr.  Morris  paid  in 
cash?  [3923] 

A.     As  I  recollect  it,  yes. 

Q.    Do  you  remember  the  figure? 

A.    I  can't  say  exactly;  $2,288,  I  believe. 

Q.  And  Mr.  Morris  paid  Mr.  Forster  that  in 
cash? 

A.  I  believe  the  record  shows  he  received  a  check 
for  it. 

Q.  So  that  Mr.  Forster  received  credit  then  for 
the  unpaid  balance  of  his  note  of  $12,886  and 
$2,288  in  cash? 

A.  And  $1,000  credit  against  the  contract,  on 
the  note. 

Q.     The  note  was  settled  outright,  wasn't  it? 

A.  That  was  the  final  settlement  on  the  check, 
yes. 

Q.  The  unpaid  balance  of  the  note;  he  was 
credited  with  the  unpaid  balance  of  the  note? 

A.     Correct. 

Q.    And  that  is  $12,886?  A.    Yes. 

Q.     And  he  received  $2,288  in  cash? 

A.     Correct. 
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Q.     And  that  is  a  total  of  $15,500,  is  it  not? 

A.     I  don't  know  until  I  see  the  items  of  it. 

The  Court:    That  is  a  matter  of  addition.  [3921] 

Mr.  Obenour:  It  is  merely  a  computation  of  the 
note,  whatever  it  is. 

Q.  (By  Mr.  Obenour)  :  Then,  Mr.  Forster  re- 
ceived, in  cash  and  credit  upon  money  he  owed  Mr. 
Morris,  15,500  and  some  odd  dollars? 

Mr.  LeSourcl:    Your  Honor,  I  object. 

The  Court:  You  have  gone  over  that  one-half 
dozen  times.  The  Court  will  sustain  the  objection. 
Mr.  Obenour,  if  we  can  get  the  questions  without 
going  over  and  over  again. 

Mr.  Obenour:    I  was  trying  to  get  an  answer. 

The  Court:  If  he  can't  answer,  we  will  go  along. 
It  speaks  for  itself. 

Mr.  Obenour:    Yes,  sir. 

Q.  (By  Mr.  Obenour) :  Regarding  Finstad  and 
Utgard,  you  were  present  when  that — when  Mr. 
Forster  went  to  Conway  to  discuss  that  matter; 
first,  to  inspect  the  Finstad  and  Utgard  property? 

A.     There  were  four  or  five  of  us  there,  yes. 

Q.    You  were  present?  A.    Yes. 

Q.     You  inspected  the  books  prior  to  purchase? 

A.     No,  I  did  not.  [3925] 

Q.  Did  you  go  up  to  Conway  with  Mr.  Forster 
before  the  meeting  in  Mr.  Croson's  office  to  inspect 
the  property,  and  to  inspect  the  books? 

A.  Well,  I  am  not  particularly  clear  as  to  what 
wTas  before,  or  behind  the  situation. 

We — the  first  indcation  that  Mr.  Forster  desired 
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purchase  of  that  was  when  Mr.  Cook  and  Grant  and 
Mr.  Egeness  and  Mr.  Forster  and  I  went  to  Con- 
way. It  was  my  recollection  it  was  the  first  time 
that  I  had  knowledge  of  it. 

Q.     Did  you  inspect  the  books  on  that  occasion  \ 

A.  The  books  were  not  there  that  particular 
time.  I  believe  Mr.  Black  was  working  on  them  at 
that  time,  bringing  them  up  to  date. 

Q.  Did  Mr.  Forster  discuss  with  you  the  pur- 
chase of  this  property  before  the  actual  purchase 
was  made?  A.     It  is  possible. 

Q.  Did  you  believe  Mr.  Forster  should  purchase 
this  property? 

A.  If  I  remember  right,  I  did  not  think  it  was 
a  very 

Q.  (Interposing)  Did  you  express  your  opinion 
to  Mr.  Forster  that  he  should  not  purchase  this 
property? 

A.     I  am  not  positive,  but  I  believe  I  did. 

Q.  Did  Mr.  Forster  say  anything  to  you,  ex- 
plaining [3926]  why  it  would  be  a  good  deal  to 
purchase  this  property? 

A.  I  don't  believe  that  I  recollect  his  statements 
on  it. 

Q.  When  did  you  first — did  you  know  that  Mr. 
Cook,  Mr.  Grant,  and  Mr.  Egeness  were  charging 
their  salary  accounts  for  payments  upon  their  con- 
tract to  Mrs.  Finstad? 

A.     Might  I  ask  you:  Did  you  say,  when  did  I? 

Q.     Did  you  know? 

A.    Not  until  I  saw  the  books. 
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Q.    When  was  that? 

A.     I  believe  that  was  a  later  trip  to  Conway. 

Q.  Was  that  before  or  after  Mr.  Forster  pur- 
chased Finstad  and  Utgard? 

A.  I  am  not  positive  of  that.  I  was  not  in  on 
all  the  transactions,  so  I  am  a  little  puzzled,  as  to 
dates  on  that. 

Q.  But  you  did  know  that  that  was  the  manner 
in  which  Mrs.  Finstad  was  being  paid  prior  to  Mr. 
Forster's  acquiring  their  interest? 

A.  I  obtained  the  information  from  the  books, 
yes. 

Q.  Whose  idea  was  it  to  pay  Mrs.  Finstad  on 
Mr.  Forster's  contract  through  the  charging  of 
salary  of  Mr.  Egeness?  [3927] 

A.  It  was  discussed  and  thought  it  was  a  proper 
way. 

Q.     By  whom  was  it  discussed? 

A.     Mr.  Forster  and  Mr.  Egeness  and  myself. 

Q.     When  was  that? 

A.  That  date,  I  don't  know  as  I  can  say.  One  of 
the  times  when  we  were  there. 

Q.  No  payments  were  missed  from  the  time  Mr. 
Forster  acquired  the  property,  was  there,  on  the 
payment  of  the  contract  to  Mrs.  Finstad? 

A.     Not  that  I  recollect. 

Q.  Mr.  Forster  resumed  payments  of  that  con- 
tract from  the  June  meeting  of  1943  when  he  ac- 
quired the  property,  did  he  not? 

A.     That  is  my  recollection. 

Mr.   LeSourd:     Just   a   moment.   Object   to   the 
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form  of  the  question.  It  assumes  Mir.  Forster  made 

the  payments  and  the  evidence  in  the  record  shows 
Mr.  Egeness  made  the  payments. 

The  Court:  I  believe  it.  is  well  taken,  Mr.  Obe- 
nour. 

Mr.  Obenour:    Yes,  sir. 

The  Court:     Do  you  wish  to  restate  it? 

Q.  (By  Mr.  Obenour) :  The  payments  of  three 
hundred  dollars  charged  [3928]  to  Mr.  Egeness's 
account  began  from  the  date  that  Mr.  Forster  en- 
tered into  this  contract  to  purchase  this  property, 
did  it  not?  A.     The  records  shows  that,  yes. 

Q.    And  you  were  aware  of  it  from  that  time? 

A.    Yes. 

Q.  Did  you  direct  Mr.  Egeness  to  make  those  en- 
tries? 

A.    Did  I  direct  Mr.  Egeness  to  make  the  entries  ? 

Q.  Yes,  in  his  books,  in  the  books  kept  there  at 
Finstad  and  Utgard,  charging  his  account? 

A.    He  prepared  all  the  checks. 

Q.     Did  you  instruct  him  to  do  that? 

A.     Well,  that  was  the  agreement. 

Q.  Did  you  instruct  him  or  how  did  that  come 
about  ? 

A.  When  you  say  "instruct",  you  mean  did  I 
tell  him  how  to  write  the  checks? 

Q.    Yes.  A.     No,  I  did  not. 

Q.  Did  you  tell  him  how  to  charge  his  account 
for  these  checks? 

A.  Well,  he  knew  that  he  was  going  to  charge 
his  account. 
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Q.  And  when  you  prepared  the  tax  returns  for 
[3939]  Finstad  and  Utgard,  you  showed  the  full 
$7200  for  Mr.  Egeness?  A.     I  certainly  did. 

Q.    And  also  on  Mr.  Egeness'  personal  return? 

A.     I  certainly  did. 

Q.  Did  you  know  that  that  was  being  paid  upon 
Mr.  Forster's  contract? 

Mr.  LeSourd:  Objected  to,  your  Honor.  The  con- 
tract is  in  evidence  and  does  not  show  any  contract 
between  Mr.  Forster  and  Mrs.  Finstad. 

The  Court:    What  is  the  question,  Mr.  Reporter? 
(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

Mr.  Obenour:  Did  he  know  that  the  payments 
were  being  made  upon  Mr.  Forster's  contract? 

The  Court :    Is  that  the  question  ? 

(Whereupon,  the  following  was  read  by  the 
reporter :) 

"Q.  Did  you  know  that  that  was  being  paid  upon 
Mr.  Forster's  contract?" 

Mr.  LeSourd:  The  contracts  are  here  in  evidence, 
and  shows  that,  Mr.  Egeness's  contract  with  Mrs. 
Finstad,  but  shows  no  contract  between  Mr.  Forster 
and  Mrs.  Finstad. 

The  Court:  The  question  is  as  to  his  knowledge 
of  the  payment. 

Mr.  LeSourd:  But  the  question  is  as  to  [3930] 
his  knowledge — I  can't  quote  the  question  exactly 
— made  on  Mr. 

The  Court:  (Interposing)  The  objection  is  to 
the  form  of  the  question? 
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Mr.  LeSourd:    That  is  correct,  your  Honor.  rl 
question  says,  "made  on  Mr.   Forster's  contract". 
The  question  then  is  contrary  to  the  documentary 
evidence  in  the  case. 

The  Court:     Does  that  appear  to  be  correct  '. 

Mr.  Obenour:  No,  sir;  it  is  not.  I  would  read  the 
contract  if  counsel  desires.  He  has  indicated  what 
he  believes  the  contract  to  be. 

Mr.  LeSourd:     The  contract  between  whom? 

The  Court:    What  exhibit  is  that? 

Mr.  Obenour:  It  is  Exhibit  145,  agreement  to 
assign  agreement  for  sale  of  stock,  dated  the  3d 
day  of  December,  1941,  and  signed  by  Mr.  Grant, 
Mr.  Egeness,  Mr.  Cook  and  Mr.  Forster,  and  Mary 
Finstad. 

Mr.  LeSourd:  Just  a  moment.  That  is  a  misrep- 
resentation, if  the  Court  please.  It  isn't  signed  by 
Mary  Finstad.  It  merely  contains  a  clause  at  the 
bottom  consenting  to  the  agreement,  and  there  is 
no  contract  between  Mr.  Forster  and  Mrs.  Finstad. 
Mr.  Egeness  testified  he  was  liable  to  Mrs.  Finstad. 

The  Court:  Isn't  the  question  here  whether  Mr. 
[3931]  Taylor  knew  that  these  payments  were  being 
applied  to  Mr.  Forster's  obligation? 

Mr.  LeSourd:  That  is  what  we  are  objecting  to. 
There  was  no  obligation  by  Mr.  Forster  to  Mrs. 
Finstad. 

The  Court:  What  was  it  then  that  Mr.  Forster 
had  an  obligation 

Mr.  LeSourd:  (Interposing)  Mr.  Forster  had 
a  contract  with  Mr.  Egeness  and  his  associates,  and 
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he  had  a  contractural  relationship  with  them,  but 

he  had  no  obligation  to  Mrs.  Finstad,  whatever. 

The  Court:  However,  the  only  matter  here  is 
whether  some  payments  were  applied  to  some  ob- 
ligation, regardless  of  who  was  obligated. 

Mr.  LeSourd:     Then  I  have  no  objection. 

The  Court:  Do  you  have  the  question?  Do  you 
want  to  state  the  question? 

Mr.  Obenour:    Yes,  sir. 

Q.  (By  Mr.  Obenour)  :  Were  you  aware  that 
these  payments  being  charged  against  Mr.  Egeness's 
salary  account  were  being  paid  upon  Mr.  Forster's 
obligation  ? 

The  Court:     I  think  that  is  objected  to. 

Mr.  Patten:  I  don't  think  Mr.  LeSourd's  an- 
alysis of  the  contract  is  the  issue  at  all.  [3932] 

The  Court:  We  are  not  concerned  about  the  ob- 
ligation, but  about  knowledge.  I  will  ask  the  ques- 
tion. 

Mr.  Taylor,  were  you  aware,  did  you  have  any 
knowledge  of  payments  being  applied  to  this  trans- 
action of  which  Mr.  Forster  was  a  part? 

The  Witness :  The  checks  were  made  out  to  Mrs. 
Finstad  and  charged  to  Mr.  Egeness's  salary  ac- 
count on  the  books  of  Finstad  and  Utgard. 

Mr.  Egeness,  to  my  knowledge,  was  buying  an 
interest  in  the  Finstad  and  Utgard. 

The  Court:     Is  that  clear? 

Mr.  Obenour:    Yes,  sir. 

Q.    (By  Mr.  Obenour) :    Why  did  you  think  Mr. 
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Egeness   was   buying   an    interest   in   Filiated    and 

Utgard  ? 

A.     The  books  displayed  the  exact  transaction. 

Q.     What  books  displayed  it? 

A.     Finstad  and  Utgard  books. 

Q.     In  what  way? 

A.  The  ledger  account  of  Verne  Egeness  shows 
he  was  credited  each  month  with  $300. 

Q.  Then  through  the  credit  on  your  ledger  you 
say  it  shows  that  he  was  purchasing  an  interest 
from  Mrs.  Finstad?  A.     That  is  correct. 

Q.  Were  you  present  when  this  agreement  be- 
tween Mr.  Forster  and  Mr.  Grant  and  Mr.  Egeness 
and  Mr.  Cook  was  made,  Exhibit  145 1 

A.  I  attended  one  meeting  at  Mr.  Croson's  of- 
fice. I  did  not  read  any  of  those  agreements,  and 
did  not  know  exactly  what  they  contained. 

Q.  Were  you  present  when  Mr.  Forster  paid 
checks  to  Mr.  Cook,  Mr.  Grant  and  Mr.  Egeness  at 
this  meeting  for  their  share  of  their  interest  in  this 
corporation  ? 

A.     You  are  referring  to  some  particular  date? 

Q.  Yes,  sir,  the  time,  that  January — rather, 
June,— June  26,  1943. 

A.  Is  there  any  evidence  anywhere  to  show  that 
I  knew  about  it?  I  don't  remember  it. 

Q.    I  am  asking  if  you  do  know? 

A.     I  do  not  remember  it. 

Q.  Did  you  know  that  Mr. — were  you  present 
at  the  time  the  price  was  being  discussed  between 
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Mr.  Forster  and  Mr.  Cook  and  Mr.  Grant  and  Mr. 

Egeness  ? 

A.     I  have  no  memory  of  that. 

Q.  Did  you  know  Mr.  Cook,  Mr.  Grant  and  Mr. 
Egeness  had  an  interest  in  this  Finstad  and  Utgard 
Company  at  the  time  Mr.  Forster  purchased  it? 

A.     Yes,  I  knew  that. 

Q.  From  whom  did  you  think  Mr.  Forster  was 
purchasing  his  interest  in  the  corporation?  [3934] 

A.  Mrs.  Finstad  and  Mr.  Grant,  Cook  and 
Egeness. 

Q.  If  you  thought  Mr.  Forster  was  buying  the 
interest  of  Mr.  Egeness,  Mr.  Cook  and  Mr.  Grant, 
then  how  did  you  believe  Mr.  Egeness  was  still  buy- 
ing a  share  of  this  company? 

A.     That  was  an  agreement  made. 

Q.     Between  whom? 

A.     Mr.  Forster,  Mr.  Egeness  and  myself  present. 

Q.  Then,  regardless  of  these  written  contracts 
and  agreements  and  matters  that  took  place  at  the 
Directors'  meeting,  at  which  you  were  present,  did* 
you  believe  Mr.  Egeness  was  buying  a  25  percent 
interest  in  Finstad  and  Utgard? 

A.     That  is  absolutely  my  belief. 

Q.  And  what  was  the  basis  of  that  belief,  again  ? 
Why  did  you  think  that? 

Mr.  LeSourd:  Objected  to  as  repetitious,  your 
Honor. 

The  Court:    Objection  sustained. 

Q.    (By  Mr.  Obenour) :     How  long  did  you  be- 
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lieve  that  Mr.  Egenese  was  buying  a  25  percent 

interest  ? 

A.     Until  the  day  I  left  Seattle. 

The   Court:     The   question  is,   how   long? 

Mr.  Obenour:    Yes,  sir.  [3935] 

Q.  (By  Mr.  Obenour) :  And  then  you  learned 
what  to  be  the  correct  fact? 

Mr.  LeSourd:  Objected  to  as  irrelevant  and  im- 
material. 

The  Court:     Objection  sustained. 

Q.  (By  Mr.  Obenour  continuing) :  And  then, 
from  1944—1943  until  1950,  you  believed  Mr.  Ege- 
ness  was  buying  a  25  percent  interest  in  the  stock 
through  these  regular  quarterly  payments  of 
$300? 

A.     That  is  correct. 

Mr.  Obenour:     May  I  have  exhibits  17  and  21? 

(Whereupon,   exhibits  were   handed  to   Mr. 
Obenour  by  the  clerk.) 

Mr.  Obenour:    And  21-2-3-4  and  5. 

(Whereupon,   exhibits  were  handed  to  Mr. 
Obenour  by  the  clerk.) 

Q.  (By  Mr.  Obenour)  :  I  believe  you  stated  that 
the  other  information  contained  in  these  tax  returns 
you  prepared  did  not  pertain  to  actual  figures,  was 
from  your  own  information,  is  that  correct  ?  The 
other  information  other  than  the  actual  figures  con- 
tained in  the  tax  return? 
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The  Court:  Would  you  read  that  question,  Mr. 
[3936]  Reporter? 

(Whereupon,    the    preceding    question    was 
read  by  the  reporter.) 

Mr.  LeSourd:  Excuse  me,  your  Honor,  I  would 
suggest  that  when  questions  of  this  sort  are  put  by 
counsel,  that  he  show  the  witness  what  he  is  in- 
quiring about.  He  holds  up  some  document  and  then 
asks  the  witness  with  regard  to  it. 

The  Court:  It  depends  on  the  question.  Would 
you  read  the  question  again,  Mr.  Reporter? 

(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

The  Court :    You  may  strike  the  question. 

Q.  (By  Mr.  Obenour  continuing) :  Then,  in  1945, 
when  you  prepared  Exhibit  17,  the  tax  return  for 
Finstad  and  Utgard,  you  believe  Mr.  Egeness  held 
25  per  cent  interest  in  this  company? 

Mr.  LeSourd:  Objected  to,  your  Honor,  assum- 
ing he  held  it.  The  testimony  was  that  Mrs.  Finstad 
held  all  the  stock. 

The  Court:  Hasn't  he  stated  he  believed  that 
from  the  time  it  started  until  1952? 

Mr.  Obenour:    Yes,  sir. 

The  Court:    Hasn't  that  been  answered?  [3937] 

Mr.  Obenour:  Yes,  sir;  he  stated  it  was  his  be- 
lief through  that  time. 

The  Court:    You  are  just  re-asking  the  question? 


United  States  of  America  1807 

(Testimony  of  L.  Hicks  Taylor.) 

Mr.  Obenour:  No,  sir;  I  am  asking  him,  at  the 
time  he  made  out  this  return. 

The  Court:    What  date  is  that? 

Mr.  Obenour:  All  right,  I  will  withdraw  the  ques- 
tion, then. 

The  Court:    What  date  is  that  exhibit? 

Mr.  Obenour:  This  is  the  tax  return  for  1945, 
dated  4th  of  February,  1946. 

The  Court:     That  happened  between  the  dates? 

Mr.  Obenour:    Yes,  sir. 

Q.  (By  Mr.  Obenour) :  Why,  then,  did  you 
show  no  interest  in  the  tax  return  for  1945  as  held 
by  Mr.  Egeness  on  that  return? 

A.    Mrs.  Finstad  held  all  the  stock. 

Q.     She  held  all  the  stock?  A.    Yes. 

Q.     For  how  long  a  period? 

A.  I  have  heard  some  testimony  about  it  being 
issued  since  coming  to  court. 

Q.  Did  she  hold  it,  according  to  your  belief,  until 
1950?  A.     She  did.  [3938] 

Q.  And  that  was  true  when  you  prepared  the 
return  for  1946? 

A.    Yes,  each  year. 

Q.  And,  then,  why  did  you  show,  in  1948,  that 
Mr.  Egeness  held  one  percent  of  the  common  stock 
and  also  in  1949  that  Mr.  Egeness  held  one  percent 
of  the  common  stock  in  the  tax  return? 

A.  He  held  a  qualifying  share,  is  my  under- 
standing. 

Q.    Is  that  one  percent? 

A.     I  didn't  say.  That  doesn't  say  one  percent. 
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It  does  say,  but  one  share  is  what  it  was  intended 

for. 

Q.     The  tax  return  shows  one  percent? 

A.     It  does,  by  the  way  it  is  written,  yes. 

Q.  Why  didn't  you  show  the  25  percent  that  you 
believed  he  was  buying? 

A.     Would  it  make  any  difference? 

Q.    You  say 

The  Court:  (Interposing)  That  isn't  the  ques- 
tion, Mr.  Taylor. 

A.  (Continuing)  The  stock  was  all  in  Mrs.  Fin- 
stad's  name,  under  her  control.  I  don't  see  why  I 
should  put  in  25  percent. 

Q.  (By  Mr.  Obenour)  :  Then,  if  that  is  true,  if 
she  held  it  all,  [3939]  why  did  you  show  him  as 
owning  one  percent? 

A.     I  think  my  intention  was  one  share. 

Q.     Then  she  wouldn't  own  all  of  it,  would  she  ? 

A.  She  could  own  it  all  by  endorsement  of  cer- 
tificate. 

Q.     Do  you  think  Mr.  Forster  owned  that? 

A.     Do  I  think  he  owned  that? 

Q.  Yes,  do  you  think  Mr.  Forster  owned  that 
share,  or  any  interest,  in  Finstad  and  Utgard  be- 
tween the  years  1945  to  1949  ? 

A.     He  had  no  shares  in  his  name. 

Q.  Did  he  own  any  interest,  to  your  knowledge, 
in  Finstad  and  Utgard  between  the  years  1945  and 
1949? 

A.     He  owned  a  contingent  interest  in  it. 
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Q.  Who  owned  Finstad  and  CTtgard — to  your 
knowledge— in  1945  to  1949? 

Mr.  LeSonrd:  Objected  to  as  repetitious,  your 
Honor. 

The  Court:     Objection  sustained. 

Q.  Would  yon  differentiate,  please,  your  idea 
of  contingent  interest  in  the  ownership  of  Finstad 
and  Utgard?  A.     I  don't  believe  I  understand. 

Q.  Is  this  one  percent  Mr.  Egeness  owned  a  con- 
tingent interest?  [3940] 

Mr.  LeSonrd :  Object  to  the  form  of  the  question. 
He  testified  it  was  one  share,  and  not  one  percent. 

Mr.  Obenour :    In  the  tax  return,  it  is  one  percent. 

Mr.  LeSourd:  I  think  the  only  thing  typed  in  is 
a  "1".  The  printed  matter  may  have  a  percentage. 
The  question  is  improper  as  put. 

The  Court:  The  objection  may  show.  If  you 
wish  to  restate  it,  yon  may. 

Mr.  Obenour:    It  is  recess  time. 

The  Court:  Do  you  want  to  let  the  question  go? 
All  right.  Ladies  and  Gentlemen  of  the  Jury: 
.  We  will  take  the  mid-morning  recess,  and  the 
Court  asks  yon  to  read  on  this  occasion  the  admoni- 
tion given  to  you  on  earlier  occasions  of  this  char- 
acter. Yon  may  now  be  excused,  and  the  Court  will 
remain  in  session  while  yon  leave. 

(Whereupon,  the  Jury  retired  from  the  court 
room.) 

(Whereupon,  at  11:01  o'clock  a.m.,  a  recess 
was  had  in  the  within-entitled  and  numbered 
cause  until  11:17  o'clock  a.m.,  April  15,  1954, 
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Q.  Did  you  believe  Mr.  Forster  had  an  inVivsl 
in  this  period  1945  to  1949? 

A.     He  had  a  contractual  interest,  yes. 

Q.     How  much?  A.     I  don't  know. 

Q.     Did  you  have  any  idea? 

A.     Somewhat,  yes. 

Q.    What  was  your  idea? 

A.  I  have  a  recollection  of  a  purchase  pri  co  of 
some  sixty-seven  thousand  dollars. 

Q.     And  what  was  he  purchasing? 

A.  The  contractual  interest  of  the  three  gentle- 
men mentioned,  Cook,  Grant  and  Egeness. 

Q.     Contractual  interest  in  what? 

A.    In  the  capital  stock. 

Q.    What  capital  stock? 

A.     Finstad  and  Utgard.  [3944] 

Q.    How  much  of  it? 

A.  The  escrow  gave  him  the  right  to  purchase 
it  all. 

Q.  So,  you  believed  he  was  purchasing  all  of  the 
stock  at  the  same  time  Mr.  Egeness  was  purchasing 
25  percent  of  it? 

A.     That  was  a  separate  agreement. 

Q.    With  whom?  A.    Mr.  Egeness. 

Q.  Who  was  Mr.  Egeness  purchasing  his  25  per- 
cent from? 

A.  He  was  paying  the  contract  to  Mrs.  Finstad 
through  the  books  of  Finstad  and  Utgard. 

Q.  Was  he  buying  his  25  percent  then  from  Mrs. 
Finstad? 
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A.  I  would  say  "yes",  because  all  the  stock  was 
in  Mrs.  Finstad's  control. 

Q.     And  then,  who  was  Mr.  Forster  buying  from  ? 

A.    Mrs.  Finstad. 

Q.  Then,  Mrs.  Finstad  was  selling  25  percent 
to  Mr.  Egeness  and  100  percent  more  to  Mr.  For- 
ster? 

A.  Through  separate  agreement,  Mr.  Egeness 
was  purchasing  his  shares  of  stock. 

Q.  How  could  Mrs.  Finstad  sell  125  percent  of 
the  stock?  [3945] 

Mr.  LeSourd:     Objected  to  as  argumentative. 

The  Court:     Objection  sustained. 

Q.  (By  Mr.  Obenour  continuing) :  Did  you  be- 
lieve Mr.  Forster  had  100  percent  interest  in  the 
stock? 

A.     Subject  to  Mr.  Egeness'  agreement. 

Q.  Then,  why,  in  Exhibit  123,  the  financial  state- 
ment of  Mr.  Forster  for  February  29,  1948,  did 
you  show  Mr.  Forster  as  being  the  sole  owner  of 
Finstad  and  Utgard? 

A.    He  was  the  sole  owner  of  an  agreement,  yes. 

Q.  Does  that  say  "of  an  agreement",  or  does  that 
say  "sole  owner  of  Finstad  and  Utgard"? 

A.     It  says  "sole  owner". 

Q.     Of  what? 

A.     Of  Finstad  and  Utgard. 

Q.  December  31,  1948,  in  the  financial  statement 
of  Mr.  Forster  prepared  by  you,  Exhibit  122,  how 
was  that  shown?  A.     "Sole  owner". 
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Q.  In  Exhibit  121,  the  financial  statement  for 
December  31,  1949,  how  was  it  shown  there? 

A.     "100  percent". 

Q.     Those  were  prepared  by  you? 

A.    Yes.  [3946] 

Q.  How,  then,  can  you  report  to  the  Peoples 
Bank,  for  whom  those  financial  statements  were  pre- 
pared, that  Mr.  Forster  was  a  sole  owner  of  Fin- 
stad  and  Utgard  in  the  same  years  when  you  say 
he  had  no  interest?  A.    He  had 

Mr.  LeSourd  (Interposing)  :  Just  a  moment,  Mr. 
Taylor.  I  will  object  to  the  question. 

The  Court:    Objection  sustained. 

Q.  (By  Mr.  Obenour) :  How  can  you  show  he 
is  the  sole  owner  in  those  periods? 

Mr.  LeSourd:    Same  objection,  argumentative. 

The  Court:    Objection  sustained. 

Q.  (By  Mr.  Obenour) :  Why  did  you  show  he 
owned  100  percent  of  the  stock  at  that  time? 

A.  It  doesn't  show  sole  owner  of  stock.  He  is 
sole  owner  of  a  contractual  arrangement  with  Mrs. 
Finstad,  and  the  bankers  were  thoroughly  familiar 
with  that,  because  it  was  thoroughly  explained  to 
them. 

Q.    Where?  A.     At  the  bank. 

Q.    What  was  thoroughly  explained  to  them? 

A.  Thoroughly  explained  to  them  the  purchase 
[3947]  of  Finstad  and  Utgard. 

Q.  That  Mr.  Egeness  was  purchasing  25  percent 
of  the  stock? 
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A.  I  don't  know  that  they  had  any  connection 
with  that.  It  was  none  of  their  business. 

Q.  Well,  what  was  thoroughly  explained  to  the 
bank  then? 

A.  The  contractual  arrangement  of  Mr.  Forster 
to  purchase  Mrs.  Finstad's  stock  that  was  in  con- 
trol of  Mr.  Cook,  Grant  and  Egeness. 

Q.     And  also  the  stock  of  Mrs.  Finstad? 

A.     That  is  what  I  stated. 

Q.    Who  did  explain  all  this,  do  you  know? 

A.  Mr.  Forster  discussed  it  with  them  before 
h(>  discussed  it  with  me,  is  my  opinion. 

Q.     How  do  you  know  this? 

A.  It  is  my  recollection  that  some  of  the  bank- 
ers talked  to  me  about  it  before  I  knew  he  was 
going  in  it. 

Q.     About  what;  what  did  they  tell  you? 

A.  That  Mr.  Forster  was  interested  in  Finstad 
and  Utgard. 

Q.     100  percent? 

A.     No  percentage  discussed. 

Q.  Did  they  tell  you  they  understood  Mr.  Ege- 
ness  was  buying  25  percent?   [3948] 

A.    I  don't  know  that  the  bank  ever  knew  it. 

Q.  Well,  if  the  bank  didn't  know  it,  then  why 
did  you  show  100  percent  interest  in  each  of  those 
various  statements  for  Finstad  and  Utgard? 

A.  It  is  possible  that  the  bank  asked  me  to  put 
it  that  way. 

Q.     Is  it  true  that  they  did? 

A.     I  don't  know;  I  wouldn't  say. 
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Q.  Is  there  any  basis  that  it  would  be  possible 
for  your  statement  ?  A.     I  don't  know. 

Q.  Mr.  Egeness'  interest  is  not  shown  any  place 
there,  is  it? 

A.     I  believe  that  it  is  not. 

Q.  Do  you  remember  a  discussion  with  Mr.  Hag- 
strom  ? 

A.    I  discussed  items  with  Mr.  Hagstrom,  yes. 

Q.  Do  you  remember  a  discussion  of  Mr.  For- 
ster 's  net  worth  with  Mr.  Hagstrom? 

A.     It  is  possible. 

Q.  Do  you  remember  telling  him  that  Mr.  For- 
ster owned  100  percent  interest  in  Finstad  and  Ut- 
gard?  A.     That  I  do  not  remember. 

Q.  December  31,  1949,  the  figures  for  that  year 
were  prepared  by  you  at  what  date  again,  please? 

A.     In  January.  [3949] 

Q.     For  Issaquah  Creamery? 

A.     In  January,  1950. 

Q.    Where?  A.    At  Issaquah. 

Q.  And  how  did  you  go  about  preparing  those 
figures  ? 

A.     The  usual  monthly  preparation. 

Q.  And  as  I  understand  it  then,  you  went  to 
Issaquah  and  got  your  regular  figures  from  Mr. 
Erickson  and  compiled  your  work  sheet,  which  is 
Exhibit  259- A? 

A.    May  I  have  the  work  sheet,  please? 

Q.    Pardon  me,  259. 

(Whereupon,  exhibit  was  handed  to  the  wit- 
ness by  Mr.  Obenour.) 
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Q.     (Continuing):     Is  that  correct  ? 

A.  I  don't  know  what  your  question  is,  I  am 
sorry. 

Q.     Is  that  the  work  sheet  you  prepared'? 

A.     This  is 

Q.  (Interposing) :  January,  1950,  at  Issaquah 
Creamery,  compiling  the  figures  you  obtained  from 
Mr.  Erickson  for  the  year  for  that  corporation? 

A.    Yes,  this  is  the  work  sheet. 

Q.    You  prepared  it  from  the  books'? 

A.    I  did. 

Q.  And  are  all  those  figures  in  those  columns 
[3950]  your  original  figures? 

A.     I  don't  see  anybody  else's  figures  on  here. 

Q.  In  other  words,  you  would  go  through  each 
of  those  columns  and  make  the  entries  listed  there? 

A.     This  is  a  trial  balance  from  the  ledger,  yes. 

Q.  And  referring  now  to — this  is  a  trial  balance 
on  the  left-hand  side  of  Exhibit  259? 

A.    Yes. 

Q.  And  you  would  list  your  assets,  cash,  bank, 
notes  receivable,  and  so  forth,  and  make  your  en- 
tries directly  opposite? 

A.     That  is  correct. 

Q.  And,  similarly,  for  the  right-hand  side,  is 
the  profit  and  loss  statement  for  that  date  for  that 
company?  A.     That  is  correct. 

Q.     And  you  would  put  all  of  those  entries  in? 

A.    Yes. 

Q.    Now,  these  others  in  the  blank  column  on 
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your  left-hand  side  on  your  balance  sheet  side  were 

put  in  after  that? 

A.     That  is  correct. 

Q.  There  are  five  entries,  and  they  were  all  put 
in  after  you  completed  this,  is  that  correct?  [3951] 

A.    After  I  completed  it  ? 

Q.     Yes. 

A.  This  is  complete  after  arriving  at  those  fig- 
ures. 

Q.  Well,  at  the  time  you  first  worked  out  this 
work  sheet,  these  figures  were  not  entered  in  that 
column,  were  they;  the  five  figures  in  the  blank 
column  there  ? 

A.     No,  they  were  not  there. 

Q.  So,  except  for  these  five  figures,  this  was  the 
page  in  this  form  that  you  completed  on  that  origi- 
nal date  at  Issaquah  without  discussing  with  any- 
one? This  was  your  original  work  sheet? 

A.     That  was  the  original  work  sheet,  yes. 

Q.  And  it  was  in  that  form  that  you  then  dis- 
cussed it  with  Mr.  Forster  and  Mr.  Erickson? 

A.     That  is  correct. 

Mr.  Griffin:  I  wonder  if  he  could  identify  those 
five  figures?  It  means  nothing. 

The  Court:     Yes,  could  you  do  that? 

Mr.  LeSourd:  If  your  Honor  please,  I  would 
like  to  ask  whether  his  inquiry  is  in  this  form  even 
after  these  changes?  His  questions  are  very  am- 
biguous as  to  what  he  means  by  "this  form".  [3952] 

The  Court:  I  think,  first,  you  can  identify  the 
live  figures.  Your  objection  is  to  the  question? 
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Mr.  LeSourd:  Yes,  it  is  ambiguous,  whether  lie 
means  this  form  as  it  exists  after  the  corrections 
were  made,  or  whether  he  means  before  the  correc- 
tions were  made. 

The  Court:  Mr.  Obenour,  if  you  will  relate  the 
five  figures  to  the  exhibit  and  then  if  you  will  re- 
state your  question. 

Mr.  Obenour:  The  five  figures  in  the  column  in 
the  center  of  the  page,  and  to  the  right,  or  the  left- 
hand  portion,  designated  "trial  balance"  opposite 
real  estate  there,  $32,978.70;  and  on  the  line  for 
improved,  $230,670.32;  and  in  the  line  to  the  right 
of  the  column,  the  thirty-two  thousand  figure,  the 
inventory  on  that  line  and  the  Alpine  Ice  Cream 
for  the  second,  and  then  on  the  line  of  accounts  pay- 
able, $51,570.76;  there  are  milk  drafts,  ten  thou- 
sand; taxes  paid,  $197,039.06. 

The  Court :    Does  that  identify  them  sufficiently  ? 

Mr.  Griffin:    Yes,  your  Honor. 

The  Court:  Now,  do  you  have  a  question,  Mr. 
Obenour?  [3953] 

Q.  (By  Mr.  Obenour)  :  Were  all  of  the  other 
figures  in  the  regular  columns  that  you  have  re- 
ferred to  in  the  trial  balance  and  the  profit  and 
loss  placed  there  at  the  time  you  first  completed 
your  work  upon  this  work  sheet  on  the  first  date 
you  went  to  Issaquah? 

Mr.  LeSourd:  I  suggest  that  the  document  be 
handed  to  the  witness  so  that  he  can  examine  it  to 
see  if  any  changes  were  made. 
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(Whereupon,   document  was  handed   to  the 
witness  by  Mr.  Obenour.) 

Mr.  LeSourd:  And  may  I  suggest  that  counsel 
in  the  question  refer  to  specifically  what  figures  he 
is  talking  about.  There  are  many  figures  on  that 
sheet,  and  some  of  them  have  been  changed,  and 
corrections  made. 

The  Court:  As  I  understand,  you  are  referring 
to  all  entries  except  the  five  you  referred  to  ? 

Mr.  Obenour:    Yes,  sir. 

A.  This  is  Schedule  259.  The  original  trial  bal- 
ance on  the  two  left-hand  columns  were  taken  from 
the  general  ledger.  This  is  my  trip  to  Issaquah  on 
approximately  the  28th  of  January,  1950.  From 
those  figures,  I  prepared  a  balance  and  a  profit  and 
loss  statement  showing  or  displaying  a  year's  profit. 

Do  you  have  any  further  question  there?  [3954] 

Q.  (By  Mr.  Obenour) :  Those  figures  then  were 
entered  by  you  on  that  date  that  you  made  up  that 
sheet?  A.    Yes,  I  prepared  this  sheet. 

Q.  And  with  the  exception  of  those  five  figures 
previously  referred  to  was  in  the  form  that  you  had 
that  document  when  you  talked  to  Mr.  Forster  and 
to  Mr.  Erickson?  A.     That  is  correct. 

Q.  And  that  was  in  the  same  afternoon  after 
you  had  completed  your  work  sheets? 

A.     That  was  in  January,  1950,  yes. 

Q.  Mr.  Forster  was  present  and  Mr.  Erickson 
was  present  i  A.     As  I  remember,  yes. 

Q.  What  did  you  say  to  Mr.  Forster  concerning 
your  work  sheet  3 
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A.  I  discussed  the  profit  and  loss  at  that  time 
with  Mr.  Forstei  and  the  balance  sheet  and  to  the 
•  of  my  recollection,  it  showed  a  sizable  profit. 

Q.    What  waa  that  profit  ? 

A.     As  I  p  member  it.  it  was  around  $101,000  or 

SIMM.,  , 

Q.     Do  you  have  any  figures  to  substantiate  vour 
ollection,  or  is  that  strictly  vour  recollection  1 

A.  I  am  strictly  speaking  from  recollection.  I 
could  give  you  the  exact  figures  by  adding:  them 
•   _  tther,  if  you  would  like  me  to. 

Q.  Would  it  show  there  on  your  work  sheet  what 
the  figure  was  at  that  timet 

A.  No,  it  would  take  two  figures,  I  would  have 
to  add  them  together. 

Q.     What  figures  would  those  be? 
A.     The    profit    on    this    statement    shows    $49,- 
72.".-^:  the  reduction  was  $51,57&76. 

Q.     Where  was  that  figure,  the  $51,000  figure  1 

A.  It  shows  in  a  column,  an  explanation  col- 
umn, or  an  adjustment  column,  that  generally  shows 
on  a  work  sheet. 

Q.    Would  you  point  it  out.  pleas 

A.  The  figure  that  I  am  using  appears  right 
here,  on  this  work  sheet,  and  the  amount  is  $51,- 
578.76.  It  is  very  faint,  right  there,  (indicating:') : 
right  at  that  point. 

Q.  That  is  one  of  the  five  figures  that  we  have 
previously  identified  i 

A.     That  is  one  of  the  five  fienires  in  the  column. 
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Q.  What  did  you  tell  Mr.  Forster  then  as  to 
what  the  net  profit  for  the  year  1949  was? 

A.    $101,304.24.   [3956] 

Q.     What  did  Mr.  Forster  say? 

A.  He  said  it  was  impossible;  that  nobody  was 
making  any  such  money,  and  that  we  were  'way 
out  of  line. 

Q.     Did  he  say  anything  else? 

A.  He  said  that  he  felt  maybe  he  would  have 
to  get  some  other  accountant  to  check  it  over,  and 
said  there  was  some  bad  mistake  somewhere,  and  I 
immediately  told  him  that  those  figures  agreed  with 
my  ledger,  if  there  was  any  error,  that  if  he  and 
Harold  would  check  them  over,  I  would  hold  the 
ledger  open  so  that  adjustments  could  be  made. 

Q.  Did  you  tell  him  that  your  figures  were  cor- 
rect or  not? 

A.  I  said  "They  are  correct,  according  to  my 
ledger." 

Q.    And  what  did  he  say? 

A.  He  said  he  was  sure  there  was  something 
wrong. 

Q.     Did  he  say  anything  else ;  is  that  all  he  said  ? 

A.  Well,  except  that  he  thought  he  would  get 
some  other  accountant  to  check  it  over. 

Q.  What  did  you  say  then  when  he  told  you  he 
would  get  another  accountant  to  check  it  over? 

A.     I  do  not  remember  my  remarks.  [3957] 

Q.  You  discussed  this  work  sheet  on  this  occa- 
sion the  same  way  you  had  discussed  jour  other 
work  sheets  that  you  had  prepared,  didn't  you? 
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A.    That  is  the  usual  practice,  yes,  sir. 

Q.  And  had  he  ever  contested  any  of  your  fig- 
ures before? 

A.  Oh,  I  presume  so.  I  don't  have  any  great 
recollection  of  it.   We  have  discussed  them. 

Q.  Do  you  remember  whether  or  not  he  ever 
had  ?  A.     Oh,  I  would  say  he  had,  yes. 

Q.  You  discussed  every  work  sheet  with  him, 
didn't  you? 

A.  As  a — take  it  as  a  whole,  we  did.  We  might 
have  missed  one  now  and  then. 

Q.  You  would  go  out  there  on  the  days  he  would 
be  present  so  that  you  could  discuss  it? 

A.     That  was  the  intention,  yes. 

Q.  And  you  do  not  remember  any  other  time  he 
contested  your  figures? 

Mr.  LeSourd:  I  object  as  repetitious,  your 
Honor. 

The  Court:    Objection  sustained. 

Q.  (By  Mr.  Obenour) :  Did  Mr.  Forster  have 
any  figures  to  show  why  your  figures  were  wrong? 

A.    He  had  the  work  sheet. 

Q.  Did  he  have  any  figures  of  his  own  to  show 
that  your  figures  were  not  correct? 

A.     That,  I  cannot  recollect. 

Q.  Did  he  say  anything  why  he  thought  your 
figures  were  wrong? 

A.  I  have  recollection  of  him  saying  that  the 
percentage,  or  something,  was  out  of  line,  but  I 
didn't  follow  it  very  closely. 
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Q.  Mr.  Forster  was  interested  in  knowing  what 
his  net  profits  were,  was  he  not? 

That  is  the  reason  you  were  preparing  these  state- 
ments ? 

A.     That  was  the  intention  and  purpose. 

Q.  Why  was  Mr.  Forster  then  so  upset  about 
finding  out  he  had  made  so  much  more  money  than 
he  thought  he  had? 

A.     That  would  be  hard  for  me  to  explain. 

Q.  Did  you  ask  him  why  he  would  hire  an  ac- 
countant because  he  made,  according  to  your  fig- 
ures, more  money  than  he  thought? 

A.  I  didn't  discuss  it  or  argue  the  point  with 
him. 

Q.  Did  he  make  any  statement  about  why  he 
was  so  upset  about  making  more  money?  [3959] 

A.  I  don't  recollect  any  definite  conversation 
about  it. 

Q.  Did  Mr.  Erickson  say  anything  about  the 
fact  that  he  had  made  more  money  than  he  thought  ? 

A.     I  don't  believe  Mr.  Erickson  commented. 

Q.  And  Mr.  Erickson  simply  left  at  that  time, 
is  that  it? 

A.  The  way  it  was  left  was  that  if  Mr.  Forster 
and  Mr.  Erickson  found  that  I  was  in  error,  that 
I  would  hold  the  ledger  open  and  make  the  proper 
adjustments. 

Q.     And  you  left  your  ledger  open? 

A.     I  did. 

Q.     For  how  long? 
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A.  To  the  best  of  my  recollection,  it  was  early 
in  March. 

Q.    And  then  what  happened? 

A.  I  'phoned  Mr.  Forster  and  asked  him  if  there 
were  any  changes,  if  I  should  go  ahead,  and  he  said 
to  get  in  touch  with  Mr.  Erickson,  that  some 
changes  had  been  found. 

Q.     Did  you  do  that? 

A.  I  went — I  called  Mr.  Erickson  and  went  to 
Issaquah. 

Q.     When  was  that?  [3960] 

A.  The  exact  date,  I  am  not  sure  of.  It  was 
in  March. 

Q.    What  happened  when  you  got  to  Issaquah? 

A.  Mr.  Erickson  gave  me  the  figures  that  show 
on  this  explanation  column. 

Q.    What  are  those  figures  now  that  he  gave  you? 

A.  Ten  thousand  dollars  to  charge  to  milk 
drafts;  and  $51,578  to  accounts  payable. 

Q.     And  you  put  those  on  the  side? 

A.  I  made  a  memorandum  of  them  to  make  my 
changes,  yes. 

Q.    What  changes  did  you  then  make? 

A.  I  revamped  my  balance  sheet  and  profit  and 
loss  statement  to  include  those  figures. 

Q.  Did  you  alter  the  original  figures  that  you 
had  in  the  balance  sheet  opposite  those  additional 
figures  ? 

A.  I  altered  the  ones  that  those  figures  fitted, 
yes. 

Q.    What  alterations  did  you  make? 
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A.     Erased  the  figures  there,  and 

Q.     (Interposing)  Where  is  that,  please? 

A.  There  on  milk  drafts,  that  must  have  been 
forty-five,  and  it  was  changed  to  fifty—five. 

Q.     And  the  others'?  [3961] 

A.  The  accounts  payable  were  increased  by  the 
amount  of  fifty-one. 

Q.     And  then  any  other  changes  made? 

A.  The  inventory  was  changed  by  ten  thousand 
dollars. 

Q.     In  what  way? 

A.     By  increasing  from  "12"  to  "22"  thousand. 

Q.  What  was  the  figure  opposite  the  inventory 
then? 

A.  Oh,  there  was  an  item  of  $32,978.  I  don't 
know  where  I  got  that,  except  that  I  must  have 
misunderstood  Mr.  Erickson,  because  he  called  my 
attention  to  it. 

Q.    When  did  you  put  that  $32,000  figure  down? 

A.     I  wrote  it  down  that  same  time. 

Q.    When  Mr.  Erickson  told  you?  A.    Yes. 

Q.  And  he  didn't  correct  it  at  the  time  you  put 
it  there? 

A.  He  corrected  it  when  I  showed  him  these 
figures. 

Q.  He  corrected  it  when  you  showed  him  these 
figures  ? 

A.  Yes,  and  I  didn't  go  back  and  change  the 
"1"  in  the  explanation  column,  the  inventory,  to 
read  [3962]  $22,978.90. 
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Q.  And  you  raised  the  inventory,  rather  than 
lowered  it?  A.     That  is  correct. 

Q.  Even  though  the  figure  thirty-two  thousand 
shows  opposite? 

A.     The  thirty-two  thousand  was  taken  in  error. 

Q.  And  the  other  figure,  the  fifty-one  thousand 
there,  you  used  to  increase  your  accounts  payable, 
is  that  correct? 

A.     And  the  purchasing  account,  yes. 

Q.  And  the  purchase  account;  and  milk  drafts 
were  increased  by  the  ten  thousand  figure? 

A.     And  that  increased  the  purchases. 

Q.  And  yet  you  say  you  did  not  use  the  thirty- 
two  thousand  figure,  to  reduce  it  to  22,  but  rather 
used  another  figure  of  correcting  the  twelve  thou- 
sand original? 

A.  I  used  the  correct  figure  that  Mr.  Erickson 
said  the  inventory  was. 

Q.  All  right,  sir.  Why  did  you  make  these 
changes  ? 

A.  I  was  told  that  those  corrections  were  neces- 
sary to  display  the  true  profit. 

Q.     By  whom  were  you  told  this?  [3963] 

A.     Mr.  Forster  and  Mr.  Erickson. 

Q.  Was  Mr.  Forster  there  when  he  told  you 
this;  did  he  tell  you  this? 

A.  He  told  me  there  was  changes  to  be  made, 
yes. 

Q.  Did  he  tell  you  that  this  fifty-one  thousand 
figure  and  the  ten  thousand  dollar  figure  should  be 
used  to  show  a  true  profit? 
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A.     I  don't  know  that  he  mentioned  exact  figures. 

Q.  When  did  he  tell  you  those  changes  should  be 
made?  A.     The  day  I  'phoned  him. 

Q.  And  you  are  referring  only  to  the  time  you 
'phoned?  A.     That  is  the  date  he  told  me. 

Q.  Was  he  present  when  Mr.  Erickson  gave  you 
these  'figures?  A.     No,  he  was  not. 

Q.     Mr.  Erickson  gave  you  these  figures,  then? 

A.     That  is  correct. 

Q.  And  you  used  these  figures  in  changing  your 
balance  sheet  and  profit  and  loss? 

A.  And  in  preparing  the  income  tax  return, 
yes. 

Q.  And  why  did  you  think  that  this  $61,000 
figure  should  be  used  to  show  a  true  profit  and  loss  ? 

A.     Would  you  kindly  give  me  exhibits  showing 

1948  Issaquah  Creamery  Company  tax  return  and 

1949  Issaquah    Creamery    Company    tax    return, 
please  ? 

Q.     Yes,  sir.   You  wanted  the  tax  return? 

A.     The  tax  return,  the  corporation  tax  return. 

Q.     Exhibits  13  and  14. 

(Whereupon,    exhibits   were   handed   to   the 
witness  by  Mr.  Obenour.) 
A.     I  believe  there  was  a  question  before.   I  have 
forgotten  how  it  was  put,  Mr.  Obenour. 

The  Court:    Mr.  Reporter,  read  the  question. 

(Whereupon,  the  following  was  read  by  the 
reporter :) 

"Q.     And  why  did  you  think  that  this   $61,000 
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figure  should  be  used  to  show  a  true  profit   and 

loss?" 

A.  (Continuing)  When  I  returned  to  my  office, 
I  took  from  the  file  the  copy  of  this  1948 — the 
changes  were  on  1949 — and  I  might  explain  that  I 
am  looking  at  Exhibit  No.  12,  the  income  tax  re- 
turn of  the  Issaquah  Creamery,  Incorporated,  for 
the  year  1948,  and  I  am  reading  to  you  from  the 
sales— the  sales  that  year  were  $2,515,731.64.  The 
net  profit,  after  deducting  the  cost  of  sales  and  cost 
of  goods  sold — that  means  inventory  plus  purchases 
less  inventory  to  arrive  at  the  cost  of  goods  sold. 
Cost  of  goods  sold  showed  [3965]  $2,216,589.13— 
the  cost  of  goods  sold  taken  from  sales  leaves  a 
gross  profit  of  $297,142.51.  That  was  a  profit — 
gross — for  1948. 

I  am  now  going  to  read  you  from  Exhibit  14, 
which  is  the  annual  tax  return  of  the  Issaquah 
Creamery  Company,  Incorporated,  for  the  year 
1949.  The  sales  were  $2,359,544.27,  approximately 
$190,000  less  than  they  were  in  1948.  The  costs  of 
goods  sold  were  $2,034,235.32  with  a  gross  profit  of 
$325,308.95  which  was  some  $28,000  greater  than  the 
year  1948. 

When  I  examined  that  I  felt  that  Mr.  Forster's 
decision  on  the  profit  was  well  taken,  and  did  not 
feel  that  there  was  any  error  in  the  1949  figures. 

Q.  You  did  that  when  you  got  back  to  your 
office?  A.     I  did  that,  yes. 

Q.  But  you  had  changed  the  figures  on  your 
work  sheet  before  you  got  back  to  your  office? 


1830  Hans  Forster  vs. 

(Testimony  of  L.  Hicks  Taylor.) 

A.     Yes. 

Q.  Did  you  say  anything  to  Mr.  Forster  about 
his  finding,  or  their  finding,  Mr.  Erickson  and  Mr. 
Forster,  that  your  figures  were  off  $61,000? 

A.     Did  I  say  anything? 

Mr.  Keesling:  We  object  to  that,  that  his  figures 
were  off  $61,000.  The  figures  given  him  were  off — I 
object  to  the  form  of  the  question.  [3966] 

The  Court:     Objection  sustained. 

Q.  (By  Mr.  Obenour)  :  Did  you  say  anything 
to  Mr.  Forster  objecting  that  your  computations  of 
the  profit  and  loss  should  be  reduced  $61,000? 

A.  When  Mr.  Forster  came  to  sign  the  tax  re- 
turn in  my  office,  I  thoroughly  discussed  this  whole 
situation  with  him. 

Q.  And  then  you  had  a  question,  though,  before 
you  looked  at  your  tax  return,  that  those  adjust- 
ments should  be  made?  A.    A  question? 

Q.  In  your  mind,  you  had  a  question  in  your 
mind  before  you  looked  at  the  1948  tax  return  that 
those  adjustments  should  be  made  to  the  1949? 

A.     I  accepted  them  as  being  O.K. 

Q.     Why  did  you  look  at  the  1948  return? 

A.  Just  for  comparison  to  see  what  the  situation 
was.  Mr.  Forster  had  definitely  stated  that  the 
percentage  was  out  of  line. 

Q.     Had  there  been  an  adjustment  in  1948? 

A.  No,  not  to  my  knowledge ;  not  to  my  remem- 
brance. 

Q.  Why  did  you  think  1948  should  be  right, 
rather  than  1949? 
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A.  Mr.  Forster  stated  at  that  meeting  that  the 
relative  [3967]  sale  and  the  relative  profit  condi- 
tions were  very  similar  in  both  years. 

Q.  Conld  there  have  been  a  similar  adjustment 
at  the  end  of  1948  that  could  have  given  that  figure 
you  entered  there? 

A.  There  was  no  adjustment,  so  far  as  I  know, 
in  1948. 

Q.  You  didn't  look  at  the  books  to  see  whether 
or  not  they  compared  to  1948  and  1949? 

A.  I  always  prepared  these  returns  from  the 
books  so  I  knew  they  were. 

Q.  Did  you  have  an  explanation  what  the  fifty- 
one  thousand  dollar  figure  was? 

Mr.  LeSourd:  Excuse  me,  your  Honor.  Was 
that  question  "do  you"  or  "did  you"? 

Mr.  Obenour:     Did  you. 

A.  They  were  given  to  me  as  statements  not 
entered  on  the  books. 

Q.  (By  Mr.  Obenour) :  What  was  told  to  you 
in  addition  to  the  figures  themselves? 

Mr.  Griffin:    By  whom? 

Q.  (By  Mr.  Obenour  continuing) :  And  by 
whom? 

A.  Well,  Mr.  Forster  said  that  some  errors  had 
been  [3968]  found,  and  so  had  Mr.  Erickson.  They 
both  did. 

Q.  Mr.  Erickson  gave  you  this  fifty-one  thou- 
sand and  ten  thousand  dollar  figure? 

A.    He  gave  me  the  figures,  yes. 

Q.     How  did  he  give  it  to  you  ? 
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A.  He  gave  me  the  amounts,  and  I  wrote  it  on 
the  work  sheet. 

Q.  Did  he  tell  them  to  you,  or  did  he  have  them 
written  down?  A.     That  I  don't  remember. 

Q.  How  did  he  tell  you  to  make  your  entries  for 
these  figures? 

A.  He  gave  me  the  figures,  and  I  wrote  them  on 
the  work  sheet. 

Q.     Did  he  tell  you  what  they  were? 

A.     Not  the  particular  ones,  no. 

Q.  Did  he  tell  you  just  to  add  accounts  payable 
fifty-one  thousand?  A.    That  is  right. 

Q.  Did  he  say  whether  it  was  one  amount,  or 
not?  A.     I  don't  remember  that. 

Q.  He  just  gave  you  a  figure,  fifty-one  thousand 
plus?  A.     That  is  right. 

Q.    And  said  to  increase  accounts  payable? 

A.     That  is  right. 

Q.  And  similarly,  he  said  milk  drafts,  just  add 
ten  thousand  to  milk  drafts? 

A.  I  think  he  made  some  statement  about  an  ad- 
justment of  five  in  November  and  five  in  December. 

Q.  Did  you  see  the  adjustments  of  five  in  No- 
vember and  five  in  December? 

A.    I  did  not,  Mr.  Obenour. 

Q.  Did  you  see  the  three's  that  were  on  the 
ledger? 

A.  I  didn't  look  at  Mr.  Erickson's  books.  I  was 
working  under  great  pressure  then,  so  I  didn't 
spend  much  time. 
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Q.    You   just  took  the   two   figures   and   ad< 
them  as  Mr.  Erickson  told  you?  A.     I  did. 

Q.     And  put  them  on  your  work  sheet? 

A.    The  records  were  being  furnished  to  me. 

Q.     Because  he  said  these  were  left  off? 

A.     That  is  right. 

Q.    And  went  back  and  looked  at  the  tax  return  ? 

A.     Compared  those. 

Q.  You  were  president  of  the  State  Association 
of  Licensed  Accountants  for  two  terms? 

A.    Yes.  [3970] 

Q.     And  you  had  kept  hooks  since  1919? 

A.    Yes. 

Q.  And  you  didn't  figure  there  was  anything 
wrong  with  your  figures  for  a  year  being  off  sixty- 
one  thousand  dollars? 

Mr.  LeSourd:  Object  to  the  form  of  the  ques- 
tion. 

The  Court:    Objection  sustained. 

Mr.  Obenour:    I  ask  that  this  be  marked,  please. 

The  Clerk:  Plaintiff's  Exhibit  287  marked  for 
identification. 

(Plaintiff's  Exhibit  287  marked  for  identifi- 
cation.) 

Q.  (By  Mr.  Obenour):  I  hand  you  Plaintiff's 
Exhibit  287  and  ask  if  you  can  identify  it,  please? 

A.  It  appears  to  be  my  working  papers  for  the 
year  1949. 

Q.     For  what  company? 

A.    Issaquah  Creamery  Company. 

Q.    Are  they  your  work  papers? 
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A.  I  would  say,  in  most  cases,  yes,  that  is  cor- 
rect. 

Mr.  Obenour:    All  right,  sir,  thank  you. 

We  offer  it  at  this  time,  if  the  Court  please. 

Mr.  Griffin:    No  objection. 

(Whereupon,  there  was  a  brief  pause.) 

Mr.  LeSourd:  We  make  the  same  objection  we 
have  to  previous  documents  of  this  sort,  your 
Honor. 

The  Court:  That  is  not  the  last  objection?  That 
is  the  objection  as  to  possession? 

Mr.  LeSourd:    Yes,  that  is  right,  your  Honor. 

The  Court:  If  that  is  the  only  objection,  the 
Court  would  overrule  that  in  line  with  the  other 
rulings  of  the  Court. 

May  I  see  that  a  moment  ? 

And  will  be  admitted. 

(Plaintiff's  Exhibit  No.  287  admitted  in  evi- 
dence.) 

Mr.  LeSourd:    Admitted,  your  Honor? 

I  wish  to  raise  this  additional  matter,  that  these 
are  being  offered  now  in  connection  with  the  testi- 
mony of  the  year-end  1949  adjustments,  and  I  wish 
it  be  understood  they  were  not  so  limited.  If  not 
so  limited,  we  would  have  other  objections  to  make. 

Mr.  Obenour :    They  are  for  the  year  1949. 

Mr.  LeSourd:    For  the  year-end  adjustment? 

Mr.  Obenour:    Yes. 

The  Court:  Even  though  they  cover  other  pe- 
riods why  you  are  offering  them  for  that  [3972] 
purpose  ? 
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Mr.  Obenour:  It  is  my  understanding  they  are 
admitted  for  that  period. 

The  Court:  They  are  admitted,  and  you  have 
other  general  objections  which  you  stated  first,  and 
the  Court  overruled. 

Mr.  LeSourd:    Yes. 

The  Court :  And  I  take  it  there  is  no  other  pur- 
pose than  you  indicated,  you  have  no  other  objec- 
tion? 

Mr.  LeSourd:  No,  as  long  as  they  are  admitted 
subject  to  the  limitation  that  they  are  bearing  only 
on  the  December  31st  adjustment. 

Q.  (By  Mr.  Obenour) :  Handing  you  Plaintiff's 
Exhibit  287,  and  calling  your  attention  to  the  bot- 
tom-most sheet,  is  that  your  trial  balance  for  the 
Issaquah  Creamery  for  the  month  of  January  31, 
1949?  A.    Yes. 

Q.  Was  this  prepared  in  a  similar  manner  to 
that  you  described  you  prepared  the  December  31st, 
1949,  work  sheet?  A.    Yes. 

Q.     For  Issaquah  Creamery?  A.    Yes. 

Q.  And,  at  the  end  of  your  preparation,  you 
explained  your  work  sheet  to  Mr.  Forster?  [3973] 

A.    We  discussed  it,  yes,  and  went  through  it. 

Q.  And  did  you  show  what  the  net  profit  was  at 
the  end  of  January  31,  1949,  for  that  month? 

A.    Yes. 

Q.    What  was  the  net  profit? 

A.    $18,544.84. 

Q.  Did  he  object  to  the  profit  he  made  in  Janu- 
ary, 1949,  of  $18,000-plus? 
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A.  Well,  it  is  a  little  hard  to  remember  conver- 
sations. Sometimes  he  would  say  that  that  was  a 
little  strong,  and  such  as  that. 

Q.     Strong  in  what  way? 

A.  A  little  high  for  the  period,  or  something 
to  that  effect. 

Q.    Would  you  make  adjustments'? 

A.     Not  unless  he  instructed  or  directed  it. 

Q.  Did  he  instruct  you  or  request  you  to  make 
other  adjustments'? 

A.     Oh,  it  is  hard  to  name  any  particular  item. 

Q.  Can  you  remember  any  other  times  Mr.  For- 
ster instructed  you  to  make  any  other  adjustments 
because  of  the  net  profit  figure? 

A.  No,  not  definitely.  I  haven't  a  remembrance 
of  it. 

Q.     And  the  next  page?  [3974] 

The  Court:  That  page  you  are  referring  to  was 
November  ? 

Mr.  Obenour:     No,  sir;  January  31,  1949. 

Q.  (By  Mr.  Obenour  continuing) :  And  the  next 
figure,  is  that  the  trial  balance  you  prepared  for 
Issaquah  Creamery  for  the  month  ending  February 
28,  1949?  A.    Yes. 

Q.  And  was  this  prepared  in  the  same  manner 
as  the  work  sheet  for  December  31,  1949? 

A.    Yes. 

Q.     At  Issaquah  Creamery  Company? 

A.    Yes. 

Q.  And  did  you  discuss  it  with  Mr.  Forster 
when  it  was  completed?  A.     Yes. 
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Q.  And  did  you  discuss  the  net  profil  figure  al 
the  end  of  February,  1949? 

A.     It  is  my  recollection  we  did,  yes. 

Q.  And  what  is  the  net  profit  for  the  end  of 
February,  1949,  for  the  two  months  in  1949? 

A.     $37,598.07. 

Q.  Bid  Mr.  Forster  object  to  that  net  profit 
figure?  A.     I  don't  remember  that  he  did. 

Q.     Did  you  make  any  adjustments  after  that? 

A.     No  other  adjustments  were  made. 

Q.  The  next  page  of  that,  is  that  the  trial  bal- 
ance prepared  by  you  for  Issaquah  Creamery  for 
May  31,  1949 — at  one  place — and  1948  in  the  other? 

Mr.  LeSourd:     March  or  May? 

Mr.  Obenour:    May  31,  1949. 

A.    Yes. 

Q.  (By  Mr.  Obenour) :  And  did  you  prepare 
this  in  a  similar  manner?  A.    Yes. 

Q.    Did  you  discuss  it  with  Mr.  Forster? 

A.     In  our  usual  discussion,  yes. 

Q.    And  did  you  discuss  the  net  profit  figure? 

A.     Yes. 

Q.  And  what  is  the  net  profit  figure  for  that 
portion  of  the  year,  1949,  as  of  May  31st? 

A.    It  showed  $83,465.50. 

Q.    $83,465.50?  A.    Yes. 

Q.    And  that  was  for  May  31st? 

A.    Yes. 

Q.    Five  months;  did  he  object  to  that  figure? 

A.    I  do  not  recollect  his  comments  on  it. 
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Q.  Did  you  make  any  adjustment  at  the  end  of 
May  31st  when  you  had  a  profit  of  $83,000?  [3976] 

A.     No,  there  is  no  adjustment  displayed  here. 

Q.  What  is  the  next  paper  you  prepared,  please? 
Is  this  a  trial  balance  for  Issaquah  Creamery  pre- 
pared by  you  for  June  30,  1949?  A.    Yes. 

Q.  Did  you  prepare  this  in  the  same  manner  as 
the  others?  A.    Yes. 

Q.    And  discuss  it  with  Mr.  Forster? 

A.    Yes. 

Q.  And  what  is  the  net  profit  figure  for  the 
year?  A.     $113,585.75. 

Q.  $113,000 ;  did  Mr.  Forster  object  to  that  profit 
figure?  A.     Not  that  I  recollect. 

Q.  Did  you  make  any  adjustments  to  the  profit 
at  the  end  of  June,  1949? 

A.     No,  no  change  made. 

Q.  And  the  next  paper,  is  that  the  trial  balance 
sheet  for  Issaquah  Creamery  prepared  by  you  for 
the  month  ending  July  31,  1949? 

A.     It  is. 

Q.  And  was  this  prepared  and  discussed  in 
the  same  manner?  [3977]  A.    Yes. 

Q.    What  is  the  net  profit  figure? 

A.     $134,538.02. 

Q.  That  is  for  the  year  1949  up  to  and  including 
July  31st?  A.     Seven  months,  yes. 

Q.     Did  Mr.  Forster  object  to  this  figure? 

A.    I  do  not  remember. 

Q.    And  were  any  adjustments  made? 

A.    No. 
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Q.  And  in  August,  is  that  the  trial  balance  for 
the  Issaquah  Creamery  prepared  for  August  31, 
1949?  A.    Yes. 

Q.     And  was  this  handled  in  the  same  manner/ 

A.     It  shows  $136,243.57. 

Q.     Did  Mr.  Forster  object?  A.     No. 

Q.     And  the  next  time,  September? 

A.     It  shows  $142,000  and  no  changes. 

Q.     Did  Mr.  Forster  object  to  that  one? 

A.     No,  I  don't  recollect  he  did. 

Q.     And  no  adjustments;  and  finally,   October? 

A.  October,  it  shows  a  net  profit  of  $131,087.16 
and  a  loss  for  the  month  of  $11,000. 

Q.     Was  there  objection  to  that?  [3978] 

A.     I  do  not  remember  of  it. 

Q.  And  November,  do  you  recall  what  that 
showed?  A.     No,  I  do  not. 

Q.  Handing  you  Exhibit  159 — 259- A,  rather,  the 
work  sheet  for  November,  what  is  the  figure? 

A.  The  figure  shows  $121,133.54,  a  loss  of  ninety- 
nine  hundred  dollars. 

Q.  So  that  then  you  had,  at  the  first  of  Decem- 
ber, a  figure  of  $131,000?  A.     No. 

Q.     Or  one  hundred  twenty-one  thousand? 

A.     One  hundred  twenty-one  thousand. 

Q.  And  your  recollection  is  what  then  at  the  end 
of  December? 

Mr.  Keesling:    Objected  to.  Recollection  of  what? 

Q.  (By  Mr.  Obenour  continuing)  :  Recollection 
of  the  net  profit  figure  for  December  31,  1949? 

Mr.  Cox:     Before  or  after  adjustment? 
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Q.  (By  Mr.  Obenour  continuing)  :  Before  ad- 
justment. A.    $101,000. 

Q.  How  did  you  believe  that  you  could  have 
computed  the  figures  throughout  the  entire  year  of 
[3979]  increasing  net  profits  month  by  month  and 
still  have  a  sixty-one  thousand  dollar  error? 

Mr.  LeSourd:  Objected  to,  your  Honor,  the  form 
of  the  question. 

The  Court:     Objection  sustained. 

Q.  (By  Mr.  Obenour  continuing) :  Would  you 
explain,  if  you  would,  please,  what  your  under- 
standing was  of  the  error  of  your  calculations  of 
the  increasing  net  worth  through  the  entire  year? 

Mr.  LeSourd:  I  object  to  the  form  of  the  ques- 
tion, assuming  there  was  an  error. 

Mr.  Obenour:  The  error,  if  the  Court  please, 
was  the  explanation  of  why  they  made  the  adjust- 
ment. 

Mr.  LeSourd:  Maybe  I  am  confused  about  the 
question.  Could  we  have  it  read  back? 

The  Court:     Mr.  Reporter,  read  the  question. 
(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

Mr.  LeSourd:     I  renew  my  objection. 

The  Court:     Objection  sustained. 

Q.  (By  Mr.  Obenour  continuing)  :  Mr.  Forster 
told  you  that  your  figures  were  in  error? 

A.    He  did,  yes. 

Q.     And  you  made  a  $61,000  adjustment?  [3980] 

A.  I  was  given  the  figures  to  make  the  adjust- 
ment. 
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Q.     You  adjusted  your  work  sheet  $61,000  .' 

A.     That  is  correct,  $51,000. 

Q.  $51,000;  you  were  given  a  $51,000  and  a  $10,- 
000  figure? 

A.     Yes,  but  $51,000  was  the  change. 

Q.  Would  you  explain  what  your  understanding 
was  as  to  why  you  should  adjust  your  figures  $51,- 
000? 

A.  By  accounts  payable  that  had  not  been  en- 
tered. 

Mr.  LeSourd:  I  will  object  to  this  as  all  repeti- 
tious. 

The  Court:  Objection  sustained.  I  think  we  have 
gone  over  it  several  times. 

Mr.  Obenour:    May  we  recess  then,  your  Honor? 

The  Court:     Have  you  nothing  further? 

Mr.  Obenour:    Yes,  but  it  is  only  three  minutes. 

The  Court :    You  prefer  to  recess  now  ? 

Mr.  Obenour:    Yes. 

The  Court:  Ladies  and  Gentlemen  of  the  Jury: 
We  will  recess  until  this  afternoon  at  1:45.  The 
Court  calls  your  attention  to  the  admonition  given 
you  on  similar  occasions,  and  asks  that  you  heed 
the  admonition  on  this  occasion.  You  may  now  be 
excused. 

(Whereupon,    the    Jury    retired    from    the 
courtroom.) 

The  Court:    You  may  step  down,  Mr.  Taylor. 

The  Witness:     Thank  you. 

The  Court:    Court  will  recess  until  1:45. 

(Whereupon,  at  12:13  o'clock  p.m.  a  recess 
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was  had  in  the  within-entitled  and  numbered 
cause  until  1:45  o'clock  p.m.  April  15,  1954,  at 
which  time,  counsel  and  defendants  heretofore 
noted,  being  present,  the  following  proceedings 
were  had,  to-wit:) 
The  Court:     You  may  call  the  Jury. 

(Whereupon,  the  Jury  was  returned  to  the 
courtroom.) 
The  Court:     You  may  be  seated. 
It  is  stipulated  that  the  Jury  and  all  Defendants 
are  present  in  the  courtroom? 
Mr.  Griffin:    Yes,  your  Honor. 
Mr.  Moriarty:     Yes,  your  Honor. 
The  Court :    You  may  proceed,  Mr.  Obenour. 
Mr.  Obenour:    We  have  no  further  questions,  if 
the  Court  please. 

The  Court:     Mr.  Griffin? 

Cross  Examination 

Q.  (By  Mr.  Griffin)  :  Mr.  Taylor,  is  it  an  entire 
summary  of  your  testimony  on  direct  and  cross- 
examination  to  say  that  you  at  no  time — that  you 
were  the  accountant,  performing  the  services  that 
you  did  for  Mr.  Forster  and  his  various  enterprises 
— that  you  at  no  time  consciously  [3982]  assisted 
in  any  evasion  of  income  taxes  on  the  part  of  Mr. 
Forster  or  any  of  his  companies;  is  that  a  fair 
statement  ? 

A.    That  is  a  fair  statement,  yes. 

Q.    And  is  it  a  fact  that  you  did  not? 

A.    Do  I 


United  Sidles  of  America  1843 

(Testimony  of  L.  Hicks  Taylor.) 

Q.  (Interposing) :  F  say,  it  is  a  fair  statement, 
and  a  fair  statement  of  fact,  that  you  did  not  con- 
sciously assist  in  any  wise,  in  the  evasion  of  income, 
if  there  was  evasion? 

A.  To  the  best  of  my  ability,  I  tried  to  make 
correct  tax  returns. 

Q.  Now,  last  evening  when  we  closed,  and  this 
morning,  again, — that  is  why  I  am  ref erring  to  it — 
was  the  matter  of  the  Morris,  Daisy  Ice  Cream, 
transaction,  terminating  in  the  purchase  by  Mr. 
Morris  of  a  piece  of  real  estate  from  Mr.  Forster. 
Do  you  have  that  in  mind,  your  testimony  in  that 
regard  ? 

Mr.  LeSourd:  Just  a  moment,  your  Honor,  may 
we  have  the  same  objection  to  Mr.  Griffin's  ques- 
tions on  this  subject  as  to  Mr.  Obenour's? 

The  Court:  As  far  as  the  Court  is  concerned,  it 
is  agreeable.  Any  objection? 

Mr.  Griffin:    No  objection. 

Q.  (By  Mr.  Griffin  continuing)  :  You  have  your 
testimony  in  [3983]  mind  in  that  particular  as  of 
this  morning  and  last  evening,  do  you,  Mr.  Taylor? 

A.    Yes. 

Q.  And,  as  I  understood  your  testimony,  the 
purchase  price  of  the  property  by  Morris  and  the 
sale  by  Mr.  Forster  was  $14,500? 

A.     I  so  testified. 

Q.  And,  therefore,  there  was  no  one  thousand 
dollars  involved,  as  the  Government  attorneys  tried 
to  show  that  was  not  shown  on  the  income  tax  re- 
turn? 
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Mr.  LeSourd:  Objected  to,  your  Honor,  as  an 
improper  summary  of  the  testimony.  There  was 
one  thousand  dollars  involved,  which  he  testified  as 
not  the  purchase  price  of  this  property. 

Mr.  Griffin:  I  think  that  is  my  very  summary 
of  that  question.  I  said  not  as  the  Government  at- 
tempted to  show. 

Mr.  LeSourd :    That  doesn't  make  it  clear. 

Mr.  Griffin:  I  will  endeavor  to  make  it  clear, 
if  the  Court  please. 

Q.  (By  Mr.  Griffin  continuing) :  The  sale  price 
was  $14,500,  and  the  sale  price  of  $14,500  was  used 
by  you  in  your  computation  of  the  income  tax  re- 
turn as  the  difference  between  a  purchase  price  of 
ten  thousand  dollars  and  [3984]  a  sales  price  of 
$14,500;  that  is  a  fair  statement,  isn't  it? 

A.    I  so  testified  to  that. 

Q.  And  Mr.  Forster  knew  of  no  purchase  price 
outside  of  $14,500  as  far  as  you  know,  did  he,  from 
Mr.  Morris? 

A.  My  testimony  was  that  Mr.  Forster,  Mr.  Mor- 
ris and  Mr.  Taylor  all  understood  it  as  $14,500. 

Q.  Yes,  sir ;  and  you  referred  two  or  three  times 
to  $14,500  being  the  contract  price.  Actually,  the 
property  was  sold  for  cash,  was  it  not? 

A.     I  do  not  know. 

Q.  Didn't  you  handle  the  entire  transaction  of 
that  sale?  A.     In  Morris'  sale? 

Q.  No,  Mr.  Forster's  sale.  I  am  referring  to  some 
real  property. 
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A.  The  transfer  of  the  title  of  the  property  to 
Mr.  Morris,  yes. 

Q.  And  yon  prepared  the  deed  of  sale  for  that 
property,  didn't  yon? 

A.  It  is  possible.  I  am  not — from  memory,  I  am 
not  sure  but  I  believe  it  is  possible. 

Mr.  Griffin:     Ts  the  next  exhibit  A-80? 

The  Clerk:     Yon  want  Exhibit  A-80?  [3985] 

Mr.  Griffin:     No;  is  the  next  exhibit  A-80? 

The  Clerk:    I  will  check  it. 

Mr.  Patten :    Yes,  sir. 

Mr.  Griffin:     Thank  you. 

The  Clerk:    Yes,  A-80. 

Q.  (By  Mr.  Griffin) :  And  Mr.  Morris  actually 
paid  to  you  for  Mr.  Forster  the  cash  that  was  paid 
for  the  property,  didn't  he? 

A.    Paid  the  cash? 

Q.  Yes,  there  was  a  difference  in  cash  in  the  sale 
of  the  Morris  property,  of  the  Forster  property  to 
Mr.  Morris ;  there  was  a  cash  payment  made  by  Mr. 
Morris  in  a  certain  amount,  wasn't  there? 

A.     It  wasn't  made 

Q.     (Interposing) :    To  make  up  $14,500? 

A.  It  wasn't  made  to  me.  I  never  handled  that 
part  of  it  at  all. 

Q.     You  never  handled  any  of  the  cash  on  it? 

A.     Not  to  my  recollection. 

Mr.  Griffin:     Will  you  mark  this? 

The  Clerk :  Defendants'  Exhibit  A-80  marked  for 
identification. 
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(Defendants'  Exhibit  A-80  marked  for  iden- 
tification.  [3986] 

Q.  (By  Mr.  Griffin) :  Handing  you  Exhibit 
A-80  for  identification,  I  will  ask  you  what  that  is, 
Mr.  Taylor? 

A.     This  is  a  letter  to  me. 

Q.     From  whom?  A.    Mr.  Morris. 

Q.    What  date? 

A.     Dated  January  24,  1946. 

Q.  I  note  some  writing  in  pencil  as  opposed 
to  pen;  do  you  know  whose  writing  that  is? 

A.     That  is  my  writing. 

Mr.  LeSourd:  If  your  Honor  please,  we  have 
simply  the  same  objection  to  this  as  our  standing 
objection. 

The  Court:     On  improper 

Mr.  LeSourd  (Interposing)  :  Improper  cross-ex- 
amination. 

The  Court:    No  objection  apart  from  that? 

Mr.  LeSourd:    No  objection  apart  from  that. 

The  Court:  That  general  objection  may  show 
and  the  Court  would  overrule  it. 

Mr.  Moriarty:     No  objection. 

Mr.  Obenour:     No  objection. 

The  Court :    A-80  may  be  admitted. 

Mr.  Keesling,  any  objection?  [3987] 

Mr.  Keesling:    No  objection. 

The  Court :    A-80  may  be  admitted. 

(Defendants'  Exhibit  No.  A-80  admitted  in 
evidence.) 

Mr.  Griffin:    Mav  I  read?  Before  I  do  that: 
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Q.  (By  Mr.  Griffin):  Do  you  rorall  that  yon 
assisted  in  getting  $500  more  for  that  property  than 
the  original  Morris  offer  of  $14,000? 

A.    Very  well. 

Q.  Mr.  Morris  was  in  a  spot  in  his  business  setup 
and  had  to  have  the  property,  didn't  he?  That  is, 
he  thought  he  did? 

A.  I  haven't  any  recollection  except  as  men- 
tioned in  that  letter,  I  believe. 

Mr.  Griffin:     May  I  read  A-80? 

"Hotel  Vancouver,  Vancouver,  B.C.,  January  24, 
1946. 

"Dear  Mr.  Taylor: 

"I  tried  several  times  to  call  you  before  leaving 
Seattle  but  failed  to  connect. 

"It  is  very  important  that  we  complete  that  deal 
at  an  early  date,  as  we  are  being  pushed  off  from 
the  property  where  we  are  now  at,  so  therefore,  I 
am  asking  that  you  have  [3988]  the  deed  complete 
as  I  shall  call  at  your  office  between  3:00  and  4:00 
p.m.  Monday,  the  28th,  and  I  shall  have  the  cash 
to  take  care  of  the  balance. 

"Please  do  not  fail  me. 

"Very  respectfully,  Frank  L.  Morris." 

Q.  (By  Mr.  Griffin) :  And  you  have  identified 
the  pencil  writing  on  there,  "Quite  a  traveler"? 

A.     That  is  correct. 

Q.  Does  that  refresh  your  recollection  that  Mr. 
Morris  brought  the  cash  to  your  office,  and  received 
the  deed  from  you? 

A.    My  recollection  is  that  Mr.  Forster  and  Mr. 
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Morris  were  both  there.   The   deed  was  probably 
prepared  maybe  before,  if  I  had  the  description  of 
the  property.  Mr.  Morris  turned  the  cash  over  to 
Mr.  Forster,  and  not  to  me. 

Q.     How  much  was  that  cash? 

A.  I  don't  know  whether  it  was  cash  or  a  check. 
I  have  no  remembrance  of  it. 

Q.  But  the  sale  price,  of  course,  was  $14,500 
as  you  testified? 

A.     That  is  correct,  $14,500. 

Mr.  Griffin:  Will  you  mark  this  for  identifica- 
tion, [3989]  please? 

The  Clerk:  Defendants'  Exhibit  A-81  marked 
for  identification. 

(Defendants'  Exhibit  A-81  marked  for  iden- 
tification.) 

Q.  (By  Mr.  Griffin) :  Handing  you  Exhibit 
A-81  for  identification,  I  will  ask  you  if  that  is 
your  signature? 

A.     That  is  my  signature,  yes. 

Mr.  LeSourd :     Are  you  offering  this  ? 

Mr.  Griffin:    Yes. 

Mr.  LeSourd:  We  make  the  same  objection  to 
this,  your  Honor. 

Mr.  Moriarty:     No  objection. 

The  Court:  The  general  objection  then  may  show 
as  being  beyond  the  scope  of  cross.  Is  there  any 
other  objection? 

Mr.  LeSourd:    Just  a  moment. 

(Whereupon,  there  was  a  brief  pause.) 

Mr.  LeSourd:     That  is  the  only  objection. 


\ 
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The  Court:  That  general  objection  may  six  . 
The  Court  will  overrule  it.  There  being  no  other 
objection,  A-81  may  be  admitted. 

(Defendants'  Exhibit  No.  A-81  admitted  in 
evidence.)  [3990] 

Mr.  Griffin:    May  I  read  it,  if  the  Court  please? 

The  Court :    You  may. 

Mr.  Griffin: 

"Seattle,   Washington,   December  18,   1945. 

Receipt  is  hereby  acknowledged  of  $500  (five 
hundred  dollars)  to  apply  on  the  purchase  of  one 
certain  half  block  located  on  Second  Avenue  North 
between  Mercer  and  Roy  Streets  in  the  City  of 
Seattle,  known  as  Lots  blank  Block  blank,  Mercer's 
Addition  to  the  City  of  Seattle,  for  a  price  of 
($15,500)  Fifteen  Thousand  Five  Hundred  Dollars. 
Delivery  of  deed  and  Title  Insurance  to  be  made  as 
of  January  10,  1946." 

Signed,  "Frank  L.  Morris,  Purchaser." 

"Hans  Forster,  Seller." 

The  signature  of  "L.  Hicks  Taylor,  for  Seller." 

Q.  (By  Mr.  Griffin)  :  Mr.  Taylor,  what  did  you 
do  with  that  extra  one  thousand  dollars  I 

A.  That  extra  one  thousand  dollars  was  applied 
against  the  contract  Mr.  Forster  had  with  Daisy 
Ice  [3991]  Cream  purchase. 

Q.     What  was  the  sale  price  of  this  property? 

A.     $14,500. 

Q.  The  property  that  you — you  prepared  this 
receipt,  didn't  you? 

A.    Yes,  but  though  there  should  be  other  papers 
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that  join  that.  Have  you  been  able  to  find  them  in 

my  working  papers? 

Q.     What  other  papers  are  there,  Mr.  Taylor 

A.     (Interposing)      There   should  be   other 

Q.     (Continuing)    that  will  show,  any  paper 

or  document  that  you  have  that  contradicts  the  re- 
ceipt of  the  sales  price  of  that  property  at  $15,- 
500? 

A.  There  was  adjoining  papers  to  attach  to  that 
and  were  with  it  at  some  time,  in  my — among  my 
working  papers. 

Q.  Attached  to  that,  Mr.  Taylor,  was  Exhibit 
80.  Have  you  any  other  document  in  mind? 

A.  No,  I  don't,  right  offhand,  but  there  was  an 
explanation  of  that  in  some  way,  I  think. 

Mr.  Griffin:  All  right,  the  third  paper.  Will  you 
mark  this  for  identification,  please? 

The   Clerk:     Defendants'  Exhibit   A-82   marked 

for  identification.  [3992] 

***** 

Direct  Examination 

Q.  (By  Mr.  LeSourd) :  Mr.  Taylor,  at  the  time 
you  went  to  McNeil  Island,  what  did  you  do,  if  any- 
thing, with  your  files  of  correspondence,  working 
papers  and  other  documents  related  to  Mr.  Fors- 
ter's  enterprises? 

A.  I  assembled  them  very  carefully  by  years, 
and  arranged  the  ledger  and  work  papers,  so  that 
without  any  great  effort,  any  accountant  or  Inter- 
nal Revenue  man  could  have  gone  to  those  files  and 
if  he  had  of  gone  into  them  carefully,  could  have 
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picked  out  the   work  papers  that  applies  to  the 
ledger,  and  the  copies  of  the  income!  taxes,  and  could 
have  made  a  definite  audit  of  the  records  there. 

Q.  Now,  included — when  you  say — you  say  you 
assembled  those.  How  did  you  put  them  in? 

A.  I  put  them  in  cardboard  cartons  in  consecu- 
tive order,  and  they  were  labelled  so  that  they  could 
find  the  things  if  they  would  go  into  them  with  any 
intelligent  idea   of   obtaining  proper  information. 

Q.  Did  these  boxes  contain  anything  other  than 
your  working  papers? 

A.  They  contained  papers  of  different  types  that 
I  had  of  Mr.  Forster's,  and  my  papers  that  were 
assembled  together,  and  those  were  in  separate 
jackets  of  their  own. 

Q.  And  what  type  of  papers  were  these  other 
papers  that  you  speak  of? 

A.  Letters,  agreements  that  happened  to  have 
been  in  my  possession  and  various  papers  of  all 
types. 

Q.  When  you  say  "letters,"  would  you  state 
whether  or  not  that  includes  correspondence  to  you? 

A.     Yes,  correspondence  to  me. 

Q.  Would  you  state  whether  or  not  that  in- 
cludes your  copies  of  outgoing  correspondence  I 

A.  Yes,  it  would  include  some  of  my  copies  of 
outgoing  correspondence,  too. 

Q.  When  you  say  "agreements,"  and  other  mat- 
ters, would  you  state  whether  or  not  that  would 
include  your  copies  of  the  various  agreements  that 
have  been  drafted  or  worked  on  by  you? 
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A.    Yes,  it  would  contain  those,  also. 

Q.  Would  you  state  what  the  fact  is  as  to  whe- 
ther or  not  these  boxes  contained  all  of  your  cor- 
respondence and  other  documents  relating  to  Mr. 
Forster's  enterprises?   [4008] 

A.  They  included  everything  that  I  had.  I  care- 
fully went  through  them,  and  anything  pertaining 
to  Mr.  Forster  or  his  enterprises  were  placed  in 
these  boxes,  so  that  they  would  be  at  their  disposal, 
and  I  might  add  this,  that  when  I  turned  those 
boxes  over,  I  spoke  to  Mr.  Forster,  and  stated  that 
if  anybody  wants  to  examine  them,  you  had  better 
get  in  touch  with  me  and  give  me  a  chance  to  ex- 
plain the  boxes,  or  possibly  I  could  be  present  and 
help  them  get  into  them. 

Q.  Was  anything — when  was  this,  and  to  whom 
did  you  say  this? 

A.  At  the  time  that  I  delivered  the  boxes  to 
Issaquah  Creamery  Company's  office.  I  told  Mr. 
Forster,  and  I  also  mentioned  it  a  little  to  Mr. 
Erickson.  I  don't  know  whether  I  did  as  conclu- 
sively to  Mr.  Erickson  as  I  did  to  Mr.  Forster. 

Q.  Was  anything  said  with  regard  to  what  would 
happen  to  these  boxes  when  you  got  out  of  McNeil? 

A.  I  told  him  that  the  reason  I  was  including  it 
all  was  that  we  could  pick  them  up  when  I  returned, 
and  go  on  with  the  work. 

Q.  Now,  handing  you  Defendants'  Exhibits 
A-80  and  A-81  and  A-82,  can  you  tell  us  whether  or 
not  those  were  included  in  your  files  that  were  so 
boxed  and  delivered? 
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A.     It  is  my  recollection  that  they  were.  [4009] 

Q.  Were  any  of  these  files  ever  delivered  back 
to  you?  A.     They  were  not. 

Q.  Have  you  had  occasion  to  examine  any  docu- 
ments from  those  files  at  any  place  since  you  got 
back  from  McNeil? 

A.  On  our  trip  to  Tacoma  on  April  25th,  With 
Mr.  Kachlein,  the  audit  of  the  books  by  Mr.  Marx- 
was  discussed.  I  asked  Mr.  Kachlein  if  Mr.  Marx 
would  not  wait  until  my  return  before  the  audit,  and 
he  informed  me  that  Mr.  Marx  would  not  work 
with  me,  and  I  said,  "If  possible,  it  would  be  well 
if  I  could,"  and  he  said,  "Mr.  Marx  won't  work 
with  you." 

Q.  Well,  now,  Mr.  Taylor,  my  question  was  whe- 
ther you  at  any  time  since  coming  back  from  Mc- 
Neil have  seen  any  documents  other  than  being 
introduced  here  in  court,  taken  from  these  boxes 
that  you  left  at  Issaquah? 

A.  I  probably  have  when  I  went  before  the  In- 
ternal Revenue  to  have  a  hearing  with  them  when 
I  made  a  statement. 

Q.  In  other  words,  you  have  seen  certain  docu- 
ments in  the  possession  of  the  Government? 

A.     I  have  seen  those  documents. 

My  other  files  have  not  been  avail  able  to  me 
at  any  time.  [4010] 

Mr.  LeSourd:    Just  a  moment. 

(Whereupon,  there  was  a  brief  pause.) 

Mr.  LeSourd:    That  is  all,  Mr.  Taylor. 

I  would  like  to  put  Mr.  Cox  on  the  stand. 
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Mr.  Griffin :    Are  we  bound  by  his  answers  % 

Mr.  LeSourd:     Excuse  me. 

The  Court:  I  take  it  it  is  primarily  between  the 
two  defendants. 

Mr.  Patten:     I  would  like  to  ask  two  questions. 

The  Court:     All  right. 

Cross  Examination 

Q.  (By  Mr.  Patten) :  When  you  delivered  these 
documents  to  the  Issaquah  Creamery  Company,  Mr. 
Taylor,  you  intended  them  for  use  of  the  Govern- 
ment agents,  didn't  you? 

A.  I  felt  in  delivering  the  documents  there  if 
audits  came  into  being — they  were  not  in  being 
then  when  I  delivered  the  documents.  Mr.  Marx 
had  not  called.  My  thought  was  to  follow  the  pro- 
cedure that  former  agents  have  had,  and  I  ar- 
ranged the  documents  so  that  if  a  man  picked  up 
the  1945  ledger,  here  was  everything  pertaining  to 
1945  following  it.  I  arranged  them  that  way  very 
carefully,    and    spent    considerable   time    doing   it. 

Q.  Yes,  sir;  but  your  purpose  was  to  make  them 
available  to  the  Government  agents  who  might  want 
to  inspect  the  books'? 

A.  That  is  correct,  because  I  didn't  know  what 
my  position  would  be,  after  going  to  McNeil,  whe- 
ther I  would  be  free  to  come  and  assist,  or  what 
would  be  the  picture. 

Mr.  Patten:     That  is  all. 
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Cross  Examination 

Q.  (By  Mr.  Griffin)  :  At  the  time  you  went  to 
McNeill  Island,  you  had  a  business  office  here  in 
Seattle,  Mr.  Taylor?  A.     I  did. 

Q.  And  that  office  continued  during  the  time 
that  you  were  under  sentence  at  McNeil  Island? 

A.     That  is  correct. 

Q.     And  was  open  to  you  when  you  came  back? 

A.     Yes. 

Q.  And  also  maintained  your  home  here  in 
Seattle  during  all  that  period  of  time? 

A.    Yes,  sir. 

Q.  So  what  you  did  was  to  gather  all  of  the 
books,  records  and  documents,  income  tax  returns, 
other  tax  returns,  every  paper  and  document  that 
you  could  find  that  dealt  with  Hans  Forster  or  his 
enterprises  and  placed  [4012]  them  in  boxes,  and 
took  them  out  to  the  Issaquah  Creamery  Company 
before  you  left  for  McNeil,  isn't  that  correct  I 

A.  Because  of  my  great  confidence  in  Mr.  For- 
ster, our  close  friendship,  as  I  thought,  and  a  genu- 
ineness of  Mr.  Forster,  I  felt  that  I  could  trust  and 
place  those  files  in  his  office,  and  not  be  subject  to 
what  I  have  been  put  through  at  the  present  time. 

Q.  You  were  not  endeavoring  to  conceal  any- 
thing, were  you? 

A.  There  was  nothing  concealed.  You  have 
every  scrap  of  paper,  and  you  have  been  playing 
with  it  here  for  four  years. 

Q.  And  the  purpose  of  placing  it  there  was  for 
the  use,   as  you  now  testify,   of  the   Government. 
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agents  and  also  for  the  use  of  any  accountant  that 

Mr.  Forster  might  employ,  weren't  they? 

A.  That  was  not  the  thought.  The  great  portion 
of  those  papers  were  my  personal  working  papers 
that  Mr.  Forster  had  no  authority  to  have. 

Q.  I  think  you  testified  before  today  that  the 
working  papers  were  part  of  the  ledger  and  you 
sat  on  the  witness  chair,  did  you  not,  asking  for 
the  working  papers  so  that  you  could  explain  the 
ledger? 

A.  That  is  correct,  from  an  explanatory  stand- 
point [4013] 

Q.  So  the  reason  that  you  took  the  working  pa- 
pers out  was  because  they  were  necessary  for  any- 
one to  understand  your  ledger,  weren't  they? 

A.  That  is  true  for  the  year-end  closing  sheets 
but  none  of  the  rest  of  the  working  papers  were 
any  of  Mr.  Forster's  authority,  they  were  my  per- 
sonal working  papers. 

Q.  Did  Mr.  Forster  ask  you  to  bring  out  your 
working  papers? 

A.  He  did  not  ask  me  to.  I  did  it  as  a  matter 
of  being  just  to  Mr.  Forster,  under  the  conditions. 

Q.  That  is,  you  voluntarily  left  all  of  these 
documents  that  are  in  question  at  the  Issaquah 
Creamery  before  you  went  to  McNeil  Island  ? 

A.  I  wouldn't  say  voluntarily.  I  placed  them 
there  for  the  convenience  and  possible  aid  and  help 
to  Mr.  Forster  if  investigations  of  any  kind  came 
up,  if  I  could  not  assist. 

Q.     Did  you  take  them  out  yourself? 
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A.  I  took  them  out  in  my  car,  and  put  thorn  in 
the  place  assigned  me  by  Mr.  Erickson  to  place 
these  files. 

Q.  In  case  of  an  investigation  by  either  the  Gov- 
ernment or  other  auditors,  did  you  consider  these 
papers  necessary  to  a  full  understanding  of  your 
work?  [4014] 

A.  At  any  time  an  audit  was  made  in  my  office, 
I  always  produced  all  those  papers  and  assisted  in 
every  way  that  I  could  to  aid  those  making  an 
audit,  and  I  never  had  any  trouble  at  all,  didn't 
have  a  lot  of  grief  checking  those  papers.  They 
wouldn't  have  had  in  this  case,  if  I  had  been 
present. 

Mr.  Griffin:  Your  Honor,  may  I  have  the  ques- 
tion read? 

The  Court:    Mr.  Reporter,  read  the  question. 

(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

A.     They  would  assist,  yes. 

Mr.  Griffin:    That  is  all. 

The  Court :    Mr.  Keesling,  any  questions  1 

Mr.  Keesling:    No. 

(Witness  excused.) 

Mr.  LeSourd:  All  right,  I  will  call  Mr.  Cox  at 
this  time. 

The  Court:  I  might  say  in  regard  to  the  testi- 
mony of  Counsel,  that  if  it  relates  to  the  question 
of  having  an  opportunity  to  inspect  the  Court,  of 
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course,  would  grant  full  opportunity  for  full  in- 
spection, but  if  this  has  to  do  with  anything  fur- 
ther  

Mr.  LeSourd:  (Interposing)  That  would  be  on 
that  matter. 

The  Court:  I  think  the  only  question  involved 
there,  [4015]  Mr.  LeSourd,  is  whether  or  not  you 
have  had  a  full  opportunity  to  inspect.  Is  that  not 
right  % 

Mr.  LeSourd :  Well,  whether  the  documents  were 
presented  to  us  for  inspection. 

The  Court:     I  see. 

Mr.  LeSourd :  We  had  an  opportunity  to  inspect 
certain  documents  presented  to  us,  but  the  issue  is 
whether  they  were  presented  to  us  for  inspection. 

The  Court :  If  I  may  inquire,  assuming  that  they 
were  not,  and  that  you  didn't  see  them,  or  assum- 
ing that  they  were  and  that  they  were  otherwise 
admissible,  is  there  anything  you  couldn't  ask  for 
now  and  have  whatever  time  you  need  on  inspection 
of  the  documents'? 

Mr.  LeSourd:  That  would  be  a  problem,  of 
course,  your  Honor.  We  think  in  addition  it  all 
goes  to  the  fundamental  situation  here  as  to  privi- 
lege. 

The  Court:  If  you  feel  it  is  essential  for  your 
record  that  is  satisfactory.  I  just  wanted  to  advise 
you  what  I  would  do  under  the  circumstances,  but 
if  you  feel  it  should  be  in  the  record,  I  would  follow 
your  judgment,  and  I  wouldn't  be  inclined  to  pre- 
vent Mr.  Cox  arguing  the  case  before  the  Jury  if 
he  should  desire. 
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Mr.  Cox:    It  is  in  the  absence  of  the  jury. 
The  Court :    Yes,  it  is  in  the  absence  of  the  jury. 
Mr.  LeSourd:     I  would  like  to  make  the  [4016] 
record  on  this,  if  your  Honor  please.  [4017] 

KENNETH  COX 

upon  being  called  as  a  witness  for  and  on  behalf  of 
the  Defendant  Taylor,  and  upon  being  first  duly 
sworn,  testified  as  follows: 

Direct  Examination 

Mr.  LeSourd:  Before  commencing,  may  I,  on 
this  latter  point,  this  not  being  before  the  jury,  I 
take  it  it  would  not  prevent  Mr.  Cox  from  continu- 
ing as  counsel  in  the  case.  If  there  is  any  question 
about  that, 

The  Court:  (Interposing)  Question  might  be 
raised.  I  would  not  on  my  own  be  inclined  to  take 
any  action.  I  don't  know  if  counsel  would  want  to 
be  heard  or  not. 

Mr.  LeSourd :  It  is  not  anticipated  he  will  make 
final  argument  to  the  jury,  but  he  may  participate 
in  the  case  otherwise. 

The  Court:  Do  Counsel  feel,  for  any  reason,  it 
would  disqualify  him? 

Mr.  Moriarty:  I  don't  think  so,  your  Honor.  We 
wTould  not  make  any  objection. 

The  Court:    Mr.  Griffin? 

(Whereupon,  there  was  a  brief  pause.) 
Mr.  Griffin:     I  would  rather  not  be  called  upon 
at  this  point.   We  have  had  to  remove  one  counsel 
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from  this  case,  and  I  am  not  very  generous  right 

at  the  present  [4018]  moment. 

The  Court:  I  think  it  is  a  matter  for  the  Court 
to  determine,  and  I  won't — unless — of  course,  Coun- 
sel can  make  the  objection.  I  will  advise  you  I 
wouldn't  be  inclined  to  request  that  he  desist  in  par- 
ticipation. 

Mr.  LeSourd:  If  there  is  any  question  about  it, 
and  in  view  of  your  Honor's  own  feeling  about  the 
testimony,  I  will  not  offer  Mr.  Cox  as  a  witness. 

Mr.  Moriarty:  For  the  record,  Mr.  LeSourd, 
there  is  no  claim  that  the  Government  has  not  made 
records  available  at  all  times'? 

Mr.  LeSourd:    No.   I  make  no  such  claim. 

Mr.  Moriarty:    The  record  may  so  show. 

Mr.  Patten :    I  would  like  the  record  to  show  that. 

Mr.  LeSourd:  And  I  would  like  to  call  Mr. 
Kachlein. 

(Whereupon,   Mr.    Cox   withdrew   from   the 

witness  chair.)    [4019] 

***** 

The  Court:  I  might  state,  Gentlemen,  I  don't 
believe  that  on  the  showing  made  that  the  Court 
would  sustain  the  objection  or  would  strike  the 
documents.  I  believe  they  are  admissible,  and,  of 
course,  you  have  your  general  objection  as  to  being 
beyond  the  scope  of  cross-examination. 

Now,  as  to  time,  of  course,  to  inspect  further. 

Mr.  LeSourd:     I  didn't  hear  that. 

The  Court :  As  to  time  to  inspect  or  have  access, 
that  is  another  question. 
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Mr.  LeSourd:  I  would  like  to  have  them  produce 
everything  they  have  in  their  possession  bo  that  we 
can  examine  all  those  documents  and  that  [4039] 
they  be  made  available  to  us.  We  don't  ask  that 
the  trial  be  adjourned  in  any  way. 

Mr.  Griffin:  If  the  Court  please,  perhaj)s  this 
record  had  better  show  the  number  of  times  that  all 
these  documents  were  offered  to  counsel  for  inspec- 
tion. I  have  prepared  my  cross-examination  trying 
to  save  time  here  with  documents  in  line  with  my 
cross-examination  and  I  do  not  propose,  unless  di- 
rected by  this  Court,  to  interrupt  my  cross-examina- 
tion by  delivering  documents,  impeaching  or  other- 
wise, as  this  one  has  been,  to  Counsel. 

The  Court:  I  do  not  anticipate  it  will  interrupt 
your  cross-examination. 

Mr.  LeSourd:  No,  but  certainly,  your  Honor, 
we  should  have  the  right  to  examine  the  documents. 

The  Court:  You  should  have  the  right  to  exam- 
ine the  documents  before  you  go  on  with  redirect. 

Mr.  Cox:  We  should  have  the  right  to  examine 
them  today. 

Mr.  LeSourd:  Yes,  immediately  when  we  sus- 
pend. 

Mr.  Griffin:  I  do  not  propose,  unless  the  Court 
directs,  to  have  this  witness  prepared. 

The  Court:  A  document  used  for  impeach- 
ment  

Mr.  Cox:  (Interposing)  You  mean  we  can  look 
at  [4040]  the  others  that  are  discarded? 

The  Court:    What  was  that? 
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Mr.  Cox:  You  mean  we  can  look  at  the  other 
ones  now  left  in  the  files? 

Mr.  Griffin:    Certainly,  no  objection  to  that  at  all. 

Mr.  LeSourd:  If  these  are  documents  from  Mr. 
Taylor's  files  left  out  there,  it  certainly  seems  to 
me  we  have  the  right  to  see  all  of  them  at  any  time. 
And  if  we  have  that  right 

The  Court :  (Interposing)  You  mean  impeaching 
documents  ? 

Mr.  LeSourd:  Yes,  if  it  was  a  part  of  Mr.  Tay- 
lor's personal  files  that  he  was  entitled — that  we 
have  been  entitled  to  see  all  this  time  we  certainly 
have  the  right  to  have  that  shown  to  us. 

The  Court :  I  understand,  Mr.  LeSourd,  that  you 
might  be  interested  in  looking  for  other  documents 
in  accordance  with  Mr.  Taylor's  statements  that 
there  were  other  documents  in  the  file  that  might 
serve  to  explain. 

Mr.  LeSourd:    That  would  be  one  thing. 

The  Court:  I  didn't  anticipate  at  any  time  that 
an  impeaching  document  might  be  disclosed  before 
it  is  used. 

Mr.  LeSourd:  If  it  is  not  to  be  disclosed,  [4041] 
we  are  in  a  position  where  the  other  defendant  has 
secured  personal  files  of  this  defendant  and  without 
disclosing  them,  and  can  go  ahead  and  use  them  in 
this  trial  and  I  think  that  would  be  highly  improper 
and  unconscionable. 

The  Court:  I  frankly  don't  see  that.  What  you 
are  asking  is  that  you  see  everything  they  have. 

Mr.  Le  Sourd:  Everything  they  have  that  was 
taken 
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The  Court:  (Interposing)  That  they  propose  to 
use  or  otherwise? 

Mr.  LeSourd:  Everything  they  have  that  was 
taken  from  Mr.  Taylor's  personal  files. 

The  Court:    In  advance  of  use? 

Mr.  LeSourd:    In  advance  of  use,  yes,  sir. 

The  Court:  Which  would  include,  of  course,  im- 
peaching documents. 

Mr.  LeSourd :    It  might. 

The  Court:  I  would  say  that  you  have — you 
should  have  permission  to  see  documents  generally 
other  than  impeaching  documents,  but  impeaching 
documents  lose  their  value,  do  they  not,  when  they 
are  disclosed? 

Mr.  LeSourd:  I  have  not  thought  that  one  de- 
fendant in  a  case  like  this  could  secure  possession 
of  personal  files  of  another  defendant  and  hold 
them  and  not  [4042]  disclose  them  for  examination 
by  counsel — by  the  other  defendant  or  by  counsel 
for  the  other  defendant  and  use  them  in  a  trial  in 
this  manner. 

The  Court :  Well,  of  course,  they  have  been  made 
available. 

Mr.  LeSourd :  That  is  the  question,  your  Honor. 
Certainly,  when  I  was  over  there,  they  were  not 
available.  I  went  through  every — Mr.  Cox  and  I 
went  through  every  file  on  the  table  when  I  visited 
Bogle,  Bogle  and  Gates.  If  there  are  documents 
that  we  are  not  aware  of  in  Mr.  Taylor's  personal 
files,  we  certainly  ought  to  have  the  right  to  use 
them. 

Mr.  Griffin:    If  the  Court  please,  a  direct  attack 
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has  been  made  upon  Mr.  Kachlein,  one  of  the  most 
fantastic  defenses  I  have  heard  that  I  am  prepared 
to  meet.  Now,  it  is  stated  that  they  didn't  see  cer- 
tain papers  that  we  are  going  to  use.  These  gentle- 
men, I  think,  three  times  went  through  these  files. 
I  went  through  them  several  times  in  the  jumble 
they  were  in  and  I  found  something  new  that  I 
thought  might  be  useful  practically  every  time  as 
regards  Mr.  Taylor. 

Now,  if  they  couldn't  use  their  eyes  or  realize 
those  things  we  are  going  to  use,  I  don't  think  that 
should  reflect  upon  the  office  of  associate  counsel 
when  they  were  on  the  same  table  that  I  used,  but 
I  will  [4043]  say  that  it  took  me  hours  of  more  than 
one  day  to  go  through  these  files,  time  and  time 
again. 

Mr.  Cox:  If  the  Court  please,  in  regard  to  the 
statement  made  by  both  Mr.  Griffin  and  Mr.  Brody, 
the  first  occasion  when  we  visited  the  office  of  Bogle, 
Bogle  and  Gates,  Mr.  LeSourd  and  I  were  present. 
We  were  then  shown  certain  documents  that  were 
extracted  from  the  contents  and  asked  if  we  would 
stipulate  as  to  their  admission.  As  Mr.  LeSourd 
stated,  we  examined  those  documents  and  these  were 
not  included,  and  we  asked  where  the  rest  of  the 
files  were,  and  we  were  advised  that  some  were  at 
Mr.  Griffin's  home,  or  possibly  in  his  garage,  and 
that  some  may  have  been  in  the  office  at  that  time. 
We  asked  if  we  could  examine  those.  They  agreed 
that  we  eoulcl  come  at  a  time  suitable  to  both  of  us. 
T  visited  the  office  that  time  and  spent,  T  would  say, 
an   hour  and   a   half  or  two  hours  going  through 
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them.  There  were  a  good  many  of  them.  I  can't 
claim  that  I  looked  at  every  document  in  all  the 
cartons,  but  I  did  look  for  certain  things  we  were 
interested  in,  and  this  Daisy  Tee  Cream  was  cer- 
tainly one  of  them.  I  visited  the  office  on  a  second 
occasion,  at  which  time  I  had  heard  some  mention 
of  a  difference  of  one  thousand  dollars,  and  I  was 
certainly  looking  for  anything  I  could  see  at  that 
time  that  bore  on  that  [4044]  issue. 

After  I  completed  that  investigation,  I  asked  Mr. 
Brody  whether  there  were  any  other  documents 
originally  in  those  files  that  were  not  now  there,  and 
he  said  there  was  nothing — and  this  was  subsequent 
to  the  commencement  of  this  trial — outside  of  that 
which  had  been  there,  outside  of  what  was  shown 
to  Mr.  LeSourd  and  myself  when  we  were  first  in 
his  office.  That  is  the  extent  of  the  examination 
made. 

I  agree  with  Mr.  Griffin  that  by  that  time,  in 
January,  1950,  nearly  four  years  after  they  were 
delivered  to  Issaquah,  they  were  in  a  jumble,  but 
that  the  examination  which  was  made  with  respect 
to  items  for  which  I  had  any  reason  to  be  looking 
was  sufficient  to  have  disclosed  them  if  they  were 
there,  and  as  to  the  question  specifically  raised,  this 
being  after  commencement  of  this  trial,  apparently 
it  is  Mr.  Brody's  contention  that  this  was  discov- 
ered after  that,  arid  removed  from  the  file,  other- 
wise he  would  not  be  in  a  position  to  examine  them, 
I  would  sav,  sometime  in  February. 

Mr.  Griffin :  Before  Mr.  Brody  answers,  you  may 
be  interested,  your  Honor,  in  why  some  of  these 


1868  Hans  Forster  vs. 

noted,  being  present,  the  following  proceedings 

were  had,  to-wit:) 
The  Court:    You  may  call  the  Jury. 

(Whereupon,  the  Jury  was  returned  to  the 

court  room.) 
The  Court :    It  is  stipulated  that  the  Jury  and  all 
Defendants  are  present  in  the  courtroom'? 
Mr.  Griffin:    Yes,  your  Honor. 
Mr.  Moriarty :    Yes,  your  Honor. 
The  Court :    You  may  proceed,  Mr.  Griffin.  [4048] 

L.  HICKS  TAYLOR 

upon  being  recalled  as  a  witness  for  and  on  behalf 
of  the  Defendant  Taylor,  and  having  been  previ- 
ously duly  sworn,  testified  as  follows: 

Cross  Examination  (continued) 
Q.  (By  Mr.  Griffin)  :  Mr.  Taylor,  having  re- 
ceipted, on  December  18,  1945,  for  $500  on  the  pur- 
chase price  of  this  property  of  $15,500,  and  the  sale 
price,  you  say,  is  $14,500,  what  became  of  that  extra 
$1,000  on  the  purchase  price? 

A.  My  recollection  of  this  transaction  was  that 
the  $1,000  was  to  apply  against  the  Daisy  Ice  Cream 
purchase.  The  real  estate  was  to  be  sold  for  $14,500. 
That  was  my  remembrance,  which  is  as  clear  as  if 
it  happened  yesterday. 

Q.     I  think  you  said  you  prepared  the  deed  1 
A.     I  am  not  positive,  but  I  believe  I  must  have. 
Q.     And  you  purchased  the  revenue  stamps  for 
the  deed,  didn't  you? 
A.     That  I  rather  doubt. 
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(Testimony  of  L.  Hicks  Taylor.) 

Q.     Mr.  Taylor 

A.  (Interposing)  Have  you  the  copy  of  the 
deed?  Pardon  me. 

Q.     Pardon  me.  1  will  ask  the  questions. 

Mr.  Taylor,  that  deed  carried  $32?  By  [4049]  "that 
deed,"  I  am  referring  to  the  deed  from  Mr.  Forster 
to  Mr.  Morris.  That  deed  carried  revenue  stamps  of 
$32,  didn't  it?  A.     I  do  not  know. 

Q.  Do  you  know  the  state  tax  per  thousand  con- 
veyance upon  a  deed? 

A.     Not  at  the  present  time,  I  do  not  know. 

Q.  You  handled  all  tax  matters  for  Mr.  Forster 
and  all  these  corporations? 

A.  I  have  services,  I  could  look  it  up.  I  haven't 
it  in  memory. 

Q.  Do  you  recall  what  the  State  Stamp  Tax  per 
thousand  on  conveyance  of  real  estate  was  in  1946? 

A.     No,  I  do  not  remember. 

Q.    Would  you  say  it  was  not  $1  a  thousand? 

A.     I  do  not  remember. 

Q.     What  was  the  Federal  Excise? 

A.     I  do  not  remember. 

Q.    Would  you  say  it  was  not  $1.10? 

A.     I  do  not  know. 

Mr.  LeSourd :  Objected  to  as  argumentative,  your 
Honor. 

Q.  (By  Mr.  Griffin  continuing) :  Now,  with  Ex- 
hibit A-81,  being  your  receipt  for  the  $500  upon  a 
sale  price  of  $15,500,  [4050]  have  you  any  other  ex- 
planation than  that  you  made  this  morning  as  to 
how  you  handled  that  transaction  upon  the  books? 
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(Testimony  of  L.  Hicks  Taylor.) 

A.     The  sale  price  upon  the  books  was  $14,500. 

Q.  Yes,  and  that  is  the  same  sales  price  that  you 
carried  into  Mr.  Forster's  income  tax  return? 

A.     That  is  correct. 

Q.  And  there  was  an  additional  $1,000  of  income 
in  which  you  prepared  the  receipt,  Exhibit  A-81, 
that  you  didn't  return  as  Mr.  Forster's  income, 
wasn't  there? 

A.  The  record  shows  that  I  did  not  return  it, 
but  I  did  not  consider  it  an  income  to  Mr.  Forster, 
because  it  applied  on  a  contract  for  the  purchase  of 
equipment  that  was  not  being  sold. 

Q.  Mr.  Taylor,  any  amount  of  money  received 
by  Mr.  Forster  for  something  that  he  sold  became 
a  part  of  gross  income,  didn't  it? 

A.  That  situation  reverts  itself  into  a  barter  in 
property,  not  in  cash.  Mr.  Forster  was  reporting  on 
a  cash  basis. 

Q.  Yes,  and  reporting  on  a  cash  basis,  Mr.  Fors- 
ter must  report  every  five-cent  piece  that  he  re- 
ceived, doesn't  he? 

A.  He  didn't  receive  every  five-cent  piece  for 
that  full  amount  of  money.  Mr.  Forster  received  a 
[4051]  credit  against  equipment  purchased  that 
was  not  sold,  and  there  was  no  profit  or  loss  appli- 
cation upon  it. 

Q.  Was  this  the  same  equipment  that  you  han- 
dled down  at  Simonson  and  Forster  the  same  way? 

Mr.  LeSourd:     Objected  to. 

Q.  (By  Mr.  Griffin  continuing)  :  Amending  that 
question : 
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The  same  equipment — was  it  the  same  equipment 
you  handled  at  Simonson  and  Forster? 

A.     It  had  no  connection. 

Q.  No  connection;  you  are  a  licensed  public  ac- 
countant, Mr.  Taylor?  A.     I  was. 

Q.  By  that,  you  mean  your  license  has  been  sus- 
pended I 

A.     I  returned  my  license  to  the  Board. 

Q.     After  conviction?  A.     Before. 

Q.     What  is  a  licensed  public  accountant? 

A.     Would  you  like  me  to  explain  the  law? 

Q.  No,  I  just  want  you  to  tell  the  jury  what  is  a 
licensed  public  accountant?  Is  there  a  distinction 
between  a  licensed  public  accountant  and  a  certified 
public  accountant? 

A.    Very  much  of  a  distinction,  yes.  [4052] 

Q.  When  you  say  that  you  returned  your  license 
to  the  Board,  you  are  referring  to  the  Board — State 
Board  set  up  by  the  State  of  Washington  governing 
licensed  public  accountants  and  certified  public  ac- 
countants, aren't  you? 

A.  It  is  my  memory  that  in  either  1948  or  1949 
a  law  was  passed  by  the  Legislature  combining  the 
certified  public  accountants  and  licensed  public  ac- 
countants and  public  accountants  into  one  law. 

Licensed  public  accountants,  then,  in  essence,  have 
been  men  who  were  in  the  public  accounting  business 
and  had  maintained  an  office  and  operated  in  the 
City  for  a  period  of  five  years  or  longer.  They  were 
actually  practising  public  accountants. 

Q.     Now,   what   is   the   difference   between   a   li- 
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censed  public  accountant  and  a  certified  public  ac- 
countant ? 

A.  A  certified  public  accountant  takes  an  exami- 
nation on  the  theory  of  accounting.  A  licensed  pub- 
lic accountant  obtains  his  license  through  having 
had  experience. 

Q.  And  when  did  you  obtain — when  did  you  first 
become  a  licensed  public  accountant? 

A.     In  April,  I  believe,  of  1934. 

Q.  And  you  also  had  a  card  to  practice  before 
the  Internal  Revenue  Bureau,  didn't  you?  [4053] 

A.     Yes,  I  did. 

Q.  And  by  that,  only  lawyers  and  only  account- 
ants that  hold  this  special  card  issued  by  the  De- 
partment may  practice  before  that  department ;  that 
is  true,  isn't  it? 

A.    That  is  according  to  Code  230. 

Q.  Yes,  and  you  did  practice  before  the  Internal 
Revenue  Department,  did  you  not? 

A.  In  a  small  degree,  according  to  the  type  of 
my  business,  yes. 

Q.  And  you  were  the  president  for  two  terms, 
was  it,  of  the  State  Organization  of  Licensed  Public 
Accountants?  A.     That  is  true. 

Q.  In — if  I  understand  you  correctly,  you  testi- 
fied that,  referring  to  you  and  your  firm  as  L.  Hicks 
Taylor  and  Company,  that  "We  do  not  make  au- 
dits"? Is  that  correct? 

A.     That  is  not  our  practice  to  make  audits. 

Q.     And  in  answer,  many  times,  to  questions  on 
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cross-examination,   you   said   "]    did   not   audii 
books";  is  that  correct? 

A.     That  is  correct,  yes. 

Q.  You  represented  to  Mr.  Forster  that  you  were 
an  auditor,  didn't  you?  [4054] 

A.  Mr.  Forster  knew  at  all  times  I  was  not  audit- 
ing his  books. 

Mr.  Griffin:  May  I  have  the  question  read, 
please  % 

The  Court:    Mr.  Reporter,  read  the  question. 
(Whereupon,    preceding   question    was    read 
by  the  reporter.) 

A.     (Continuing)    I  don't  believe  that  I  ever  did. 

Q.  (By  Mr.  Griffin) :  You  represented  to  the 
public  of  the  State  of  Washington,  that  you  were 
an  auditor,  didn't  you  I 

Mr.  LeSourd:  I  object  to  this  line  of  question- 
ing. Is  he  using  the  word  "auditor"  as  meaning  an 
accountant,  or  as  meaning  he  made  an  audit  ?  It  is 
ambiguous  and  improper,  your  Honor. 

The  Court:     Objection  overruled. 

The  Witness:  Would  you  read  the  question, 
please  % 

The  Court:    Mr.  Reporter,  read  the  question. 
(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

A.  I  represented  that  I  could  perform  an  audit, 
yes.  [4055] 

Q.  (By  Mr.  Griffin) :  That  you  could  perform 
audits  %  A.    Yes. 

Q.     You  did  audit  for  Mr.  Forster,  didn't  you  ? 
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A.     I  did  not. 

Mr.  Griffin :  Will  you  mark  this  letter  for  identi- 
fication, please? 

The  Clerk :  Defendants'  Exhibit  No.  A-83  marked 
for  identification. 

(Defendants'  Exhibit  No.  A-83  marked  for 
identification.) 

Q.  (By  Mr.  Griffin)  :  Mr.  Taylor,  you  handled 
the  negotiations  for  Mr.  Forster  in  the  contemplated 
purchase  of  the  Selah  Home  Dairy,  did  you  not? 

Mr.  LeSourd:  Objected  to,  your  Honor,  as  im- 
proper cross-examination  and  irrelevant  and  im- 
material. 

The  Court:    Is  that  part  of  the 

Mr.  Griffin:  (Interposing)  This  is  preliminary  al- 
though it  would  be  material  upon  his  testimony  that 
he  was  not  a  financial  adviser. 

The  Court:  If  it  is  a  preliminary  matter,  the 
Court  will  overrule  objection. 

A.  Yes,  I  went  to  Selah  with  Mr.  Forster  to  look 
[4056]  at  a  dairy. 

Q.  (By  Mr.  Griffin) :  Handing  you  Exhibit  A- 
83,  Mr.  Taylor,  I  will  ask  you  what  that  is. 

A.     "Mr.  Forster ." 

Q.     Just  what  is  it,  Mr.  Taylor? 

Mr.  LeSourd :  Just  a  moment.  Identify  the  docu- 
ment. 

A.  This  is  a  letter  that  I  wrote  to  the  Selah 
Home  Dairy. 

Q.     (By  Mr.  Griffin):     On  your  letterhead? 

A.     On  my  letterhead,  yes. 
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Mr.  LeSourd:  We  object  to  it,  your  Honor,  as 
improper  cross-examination  and  irrelevant  and  im- 
material, and  back  in  the  period  of  1939  and  lias 
nothing  to  do  with  this  case  in  any  respect. 

The  Court:    May  I  see  the  document? 

(Whereupon,   document  was  banded  to  the 
Court.) 

The  Court:  I  am  inclined  to  sustain  objection, 
Mr.  Griffin. 

Mr.  Griffin:    Did  you  look  at  the  letterhead? 

The  Court:  Yes,  but  I — I  will  hear  from  you 
later  on  it,  if  you  wish. 

Mr.  Griffin:    I  would  like  to  be  heard  [4057] 

The  Court:     Now? 

Mr.  Griffin:    I  would  like  to  be  heard  now. 

Mr.  LeSourd:  Let  me  say,  your  Honor,  if  the 
purpose  of  this  is  to  show  that  L.  Hicks  Taylor 
and  Company  had  letters  describing  themselves  as 
accountants  and  auditors,  I  certainly  will  stipulate 
to  that.    It  has  no 

Mr.  Griffin:     (Interposing)  Excuse  me. 

Mr.  LeSourd:    Yes. 

Mr.  Griffin:  It  is  not  a  matter  of  stipulation. 
The  purpose  of  the  letter  is  for  the  letterhead.  I 
can't  conceive  of  anything  more  material  than  this 
letterhead  under  the  witness's  testimony. 

Mr.  LeSourd:  I  fail  to  see  the  materiality  of  it. 
He  said  already  in  his  testimony  several  times  that 
his  firm  made  audits,  not  very  many,  but  on  occa- 
sion, and  if  counsel  wants  to  establish  that  their 
letterhead  described  them  as  accountants  and  audi- 
tors, I  will  stipulate. 
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Mr.  Griffin:  I  will  accept  the  stipulation  as  the 
letterhead  December  26,  1939 — may  I  read  the  let- 
terhead ? 

Mr.  LeSourd:    Yes. 

Mr.  Griffin:  "L.  Hicks  Taylor  and  Company, 
Accountants  and  Auditors,  Textile  Tower,  Main 
0799,  Seattle,  [4058]  Business  Analysis,  Audits, 
Systems,  Income  Tax  Service."  See:  "L.  Hicks 
Taylor,  William  P.  Berry,  Licensed  Public  Ac- 
countants, Ralph  E.  Doremus." 

I  accept  the  stipulation. 

The  Court:    Do  you  offer  A-82,  Mr.  Griffin? 

Mr.  Griffin :    That  is  the  one  I  am  offering. 

The  Court:    No,  this  is  83. 

Mr.  Griffin:    Pardon  me.   Yes,  I  offer  it. 

Mr.  Moriarty:    The  carbon  copy? 

Mr.  Griffin:    Yes,  of  A-80. 

The  Court:  Yes.  The  same  objection  will  show, 
I  assume,  Mr.  LeSourd,  and  the  Court  will  overrule 
that  and  admit  A-82. 

Mr.  LeSourd:     Yes. 

(Defendants'  Exhibit  No.  A-82  admitted  in 
evidence.) 

The  Court:  And  the  Court  sustains  objection  to 
A-83. 

The  Clerk:  I  didn't  hear  the  Clerk's  ruling  to 
A-82. 

The  Court:    A-82  is  admitted. 

Mr.  Griffin:    Will  you  mark  this  document? 

The  Clerk:  Defendants'  Exhibit  A-84  marked 
for  identification. 
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(Defendants'  Exhibit  No.  A-84  marked  for 
identification.)  [4059] 

Mr.  Griffin:  I  offer  in  evidence  a  certified  copy 
of  the  Excise  Tax  Return  of  Hans  Forster,  doing 
business  as  Alpine  Daily  to  the  State  of  Washing- 
ton for  the  months  of  May  and  June,  1947. 

The  Court:  That  is  a  State  of  Washington  Tax 
Return  ? 

Mr.  Griffin:    Yes. 

Mr.  Moriarty:  We  have  no  objection  to  the  ex- 
hibit, but  do  not  regard  it  as  proper  cross-exami- 
nation, if  the  Court  please. 

Mr.  LeSourd:  If  the  Court  please,  we  have  no 
objection  as  to  identity  in  the  first  place.  We  don't 
know  what  the  relevancy  or  materiality  is.  It 
doesn't  appear  here,  and  we  will  object  on  that 
ground,  and  on  the  ground  of  improper  cross-ex- 
amination. 

If  it  is  desired — if  it  is  Counsel's  purpose  of 
introducing  all  this  simply  to  show  that  Mr.  Taylor 
describes  himself  as  auditor,  we  will  so  stipulate. 
He  testified  in  his  direct  examination  that  he  often 
times  used  the  word  "auditor"  interchangeably  with 
"accountant." 

If  that  is  the  purpose  of  the  exhibit,  we  will 
stipulate. 

Mr.  Griffin:    I  am  not  asking  for  a  stipulation. 

The  purpose  of  them  is  it  is  a  return  made  for 
Hans  Forster  under  his  own  signature  and  his  own 
description  [4060]  of  himself  on  the  second  page. 

Mr.  LeSourd:  We  will  object  to  the  document 
as  improper  cross. 
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Mr.  Griffin:  He  testified  he  did  not  audit  for 
and  never  audited  for  Hans  Forster. 

Mr.  LeSourd:  I  will  ask  that  remark  to  be 
stricken,  your  Honor.  It  is  not  a  correct  statement 
of  his  testimony. 

The  Court:  Well,  Counsel's  comment  I  will  not 
strike,  but  I  will  suggest  to  the  jury  that  they  dis- 
regard them,  however,  because  they  are  not  evidence 
and  not  to  be  considered  as  evidence. 

I  will  sustain  the  objection,  Mr.  Griffin. 

Mr.  Griffin:  If  the  Court  please,  may  we  ad- 
journ right  now,  then? 

The  Court:    All  right, 

Ladies  and  Gentlemen  of  the  Jury,  we  will  recess 
now,  so  that  the  Court  can  hear  argument. 

We  are  going  only  half  a  day  tomorrow,  so  that 
we  will  start  at  9:30  and  recess  at  a  quarter  to 
12:00.  So,  the  Court,  calls  your  attention  to  the  ad- 
monition given  you  on  similar  occasions  and  asks 
that  you  heed  it  on  this  occasion,  and  then  we  will 
recess  until  9:30  so  that  if  you  will  be  here  a  little 
in  advance,  we  will  adjourn  at  a  quarter  to  12:00. 

(Whereupon,  the  Jury  retired  from  the  court 
room.) 

The  Court:  It  is  stipulated  the  Jury  have  left 
the  court  room? 

Mr.  Griffin:    Yes. 

Mr.  Moriarty:    Yes,  your  Honor. 

The  Court :    All  right,  Mr.  Griffin. 

Mr.  Griffin:  I  would  assume  that  I  am  entitled 
to  meet  the  testimony  of  Mr.  Taylor  and  entitled  to 
try  and  defend  on  behalf  of  Mr.  Forster. 
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This  witness  has  testified — his  whole  claim  is — he 
had  nothing  to  do  with  the  whole  books  and  rec- 
ords, except  figures  given  him;  he  was  never  an 
auditor  for  Hans  Forster  or  Issaquah  Creamery 
and  Mr.  Forster  had  no  right  to  rely  on  him  at  all. 

I  propose  to  show  that  he  described  himself  as 
the  auditor  of  Hans  Forster  and  the  Alpine  Dairy, 
of  the  Issaquah  Creamery,  and  that  he  advised  the 
State  of  Washington  that  he  was  the  Auditor  for 
all  tax  matters  of  Mr.  Forster  and  the  Issaquah 
Creamery,  and  his  own  letter  in  that  particular — do 
I  have — does  Mr.  Forster  have  to  sit  here  and  ac- 
cept this  witness's  statement  and  implications  from 
it  that  he  didn't  audit  his  books,  and  had  nothing 
to  do  with  it  except  some  figures  given  him  by  a 
bookkeeper  and  [4062]  wasn't  paid  for  being  an 
auditor  without  any  answer  for  anything  he  did. 

I  can  conceive  nothing  more  material  than  these 
returns  supported  by  the  audits  that  he  made  and 
his  presentation  that  he  was  caring  for  all  the  audit- 
ing of  Hans  Forster.  They  don't  come  in  all  to- 
gether; they  come  in  one  by  one.  If  that  is  not  the 
situation,  then  there  is  no  defense,  and  we  are 
bound  by  the  witness's  testimony,  and  the  Court 
might  as  well  instruct  the  verdict  releasing  Mr. 
Taylor  and  convicting  Mr.  Forster. 

The  Court:    The  last,  I  don't  think,  follows. 

Mr.  LeSourd:    If  your  Honor  please? 

The  Court:    Mr.  LeSourd? 

Mr.  LeSourd:  If  the  issue  here  is  whether  an 
audit  was  made  of  Issaquah  Creamery  and  Alpine 
Dairy  in  the  years  in  question,  certainly  the  use  of 
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the  term  "auditor"  in  describing  himself  is  no  proof 
that  an  audit  was  made,  and  it  is  utterly  irrelevant 
and  immaterial,  because  this  isn't  any  showing  that 
any  audit  was  made  during  the  years. 

If  that  is  your  purpose,  Mr.  Griffin,  I  assume  that 
you  have  some  evidence  that  you  are  going  to  try 
and  show  it,  but  this  doesn't  show  it. 

Mr.  Griffin:  It  isn't  a  question  of  whether  an 
audit  is  made.  As  your  Honor  said  time  after  time, 
it  [4063]  is  a  question  of  what  Mr.  Forster  believed. 
Did  he  believe  L.  Hicks  Taylor  was  an  accountant, 
sitting  in  Seattle,  or  did  he  believe  he  was  an  audi- 
tor? Was  Taylor  making  returns  to  the  State  of 
Washington  for  his  businesses  believing  that  he  was 
an  auditor? 

I  may  sound  warm  and  I  don't  mean  to  be,  but 
this  is  the  first  time  I  have  been  so  surprised  as  to 
the  materiality  of  the  written  documents  of  the  wit- 
ness himself.  The  whole  matter  of  this  case  is,  when 
we  are  down  to  it,  did  Forster  have  a  right  to  rely 
on  Mr.  Taylor?  Did  he  believe  that  he  was  being 
taken  care  of,  or  was  he  engaged  in  evading  his 
income  taxes  wilfully?  Which  one  of  these  men 
were  doing  it,  or  were  either  one? 

The  sole  question  in  this  case  is  the  intent  of 
these  defendants.  Did  Forster  have  every  right  to 
rely  and  believe  that  this  man  was  an  auditor  in 
taking  care  of  his  books?  I  don't  care  whether  they 
call  him  auditor  or  accountants.  These  are  docu- 
ments that  go  to  show  that  he  did,  and  I  propose 
to  start  with  the  early  years  to  show  that  he  made 
audits,  and  they  were  called  "audits,"  and  that  is 
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what  he  sold  his  bill  of  goods  on  back  in  the  '30s. 
That  is  why  we  did  not  have  much  conversation 
the  late  '40s.   This  goes  over  a  long  period  of  time. 

The  Court:  It  is  your  contention  that  this  is  a 
type  of  document  wherein  he  signs  as  auditor,  and 
is  admissible  to  establish  that  fact? 

Mr.  Griffin:  To  establish  that  fact.  It  goes  to 
jtie  very  basis  of  onr  case,  and  to  the  credibility  of 
the  witness.  They  can't  come  all  together.  We  are 
taking  them,  up  separately. 

Mr.  Moriarty:  It  is  the  Government's  position, 
if  your  Honor  please,  that  we  made  no  objection 
to  A-83,  which  was  a  document  in  1939  regarding 
Mr.  Taylor  being  a  business  analyst,  auditor  and 
income  tax  adviser,  and  it  was  offered  for  that  pur- 
pose, and  eventually  stipulation  was  accepted  by 
Mr.  Griffin. 

Now,  A-84  happens  to  be  a  certified  copy  of  a 
document  on  record  in  the  State  Tax  Department 
of  an  Excise  Tax,  which  is  not  shown  was  ever  seen 
by  Mr.  Forster  or  upon  which  he  could  rely  upon, 
and  the  addition  of  any  further  documents  that  is 
proposed  on  this  line  under  stipulation  will  do  noth- 
ing but  add  confusion  to  the  real  point  of  the  case. 

Mr.  LeSourd:  Furthermore,  your  Honor,  the 
fact  that  an  accountant  uses  the  word  "auditor"  in 
describing  himself  certainly  does  not  in  any  way 
moan  he  is  making  an  audit,  nor  is  there  any  scin- 
tilla of  proof  that  any  such  audit  was  made,  or 
that  anyone  has  [4065]  a  right  to  rely  on  the  fact 
that  an  audit  was  made,  least  of  all  an  employer 
that  is  paying  him. 
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Mr.  Griffin:  I  wonder  if  the  Court  realizes  that 
up  to  this  point  in  the  case,  notwithstanding  coun- 
sel's statement,  there  hasn't  been  a  single  word  of 
testimony  about  the  original  employment,  or  any 
testimony  along  that  line;  while  counsel's  statement 
is  sound,  it  is  an  action  for  quantum  meruit,  for 
money  earned.  There  is  nothing  in  this  record,  if 
you  look  back  on  it,  except  Counsel's  statement  on 
the  matter  of  employment. 

I  am  giving  that  warning  now  so  that  they  can 
be  ready  for  it.  I  am  not  concerned  whether  he 
made  an  audit  at  all.  I  am  concerned  with  what  he 
led  Hans  Forster  to  believe  he  was  and  was  doing. 
I  am  concerned  why  this  jury  should  believe  that 
up  to  the  time  of  Taylor's  confession  of  guilt  in 
his  own  income  tax  return — I  am  interested  in  this 
jury  having  reason  to  rely  upon  Mr.  Taylor  in  the 
caring  for  his  books,  and  whether  he  had  a  right 
to  rely.  It  goes  to  intent,  and  whether  he  had  a 
right  to  rely  or  not. 

The  Court:    You  may  step  down,  Mr.  Taylor. 
(Whereupon,  witness  withdrew  from  the  wit- 
ness chair.) 

The  Court:  I  say,  of  course,  that  anything  that 
would  [4066]  tend  to  establish  Mr.  Forster 's  reli- 
ance upon  Mr.  Taylor  in  income  tax  matters  is 
proper,  but  the  question  is:  Does  this  particular 
document,  or  any  other  document,  serve  to  do  if? 

Mr.  Griffin :  All  right ;  if  Taylor  had  never  in  his 
life  had  a  letterhead  that  said  he  was  an  auditor, 
and  never  returned — made  returns  for  Hans  For- 
ster and  Issaquah  Creamery  saying  that  he  was  an 
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auditor,  and  actually  never  made  any  audits,  that 
would  be  one  thing. 

Hans  Forster,  how  could  you  rely  on  thifl  man 
who  never  claimed  to  be  an  auditor  and  never 
audited  for  you,  and  never  made  any  returns  to  the 
State  or  Federal  Government  in  the  nature  of  an 
audit?  I  believe  that  would  be  a  very  plausible 
argument  to  the  Jury. 

T  propose  to  show  that  he  did  the  very  opposite, 
and  that  that  is  just  as  material  in  my  case  as  the 
other  could  be  material  in  their  ease,  and  the  Gov- 
ernment's case. 

As  a  matter  of  fact,  that  is  the  representation 
they  made  to  the  Jury  in  their  case.  I  propose  to 
show  just  the  reverse,  by  the  witness's  own  testi- 
mony. 

It  affects  anything  from  credibility  on  [4067] 
out,  but  primarily  it  just  goes  to  the  heart  of  the 
matter  of  intent.    Who  was  deceiving  whom? 

The  Court:  Well,  I  take  it,  Mr.  Griffin,  you  feel 
it  is  very  important  to  your  case,  and  I  will  be 
happy  to  give  further  consideration  before  making 
final  ruling  on  it,  although,  as  I  have  indicated,  it 
appears  to  me  at  this  time  not  to  be  admissible. 

Mr.  Griffin:  I  may  say  that  there  will  be  addi- 
tional ones  for  the  year  1948. 

The  Court :    That  is  this  same  type  of  document  ? 

Mr.  Griffin:  1949,  for  the  Issaquah  Creamery, 
1948,  and  the  additional  matter,  as  far  as  corre- 
spondence is  concerned,  supporting  Mr.  Taylor's 
claim  that  he  was  auditor  for  Hans  Forster,  Alpine 
Dairy   and   the   Issaquah    Creamery   Company.    I 
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think  the  Jury  can  infer  that  if  he  made  those 
representations  to  the  State  of  Washington,  per- 
haps Hans  Forster  was  not  so  false  in  believing  his 
books  were  being  properly  taken  care  of  by  an 
auditor. 

The  Court:  What  limitation  do  you  think,  Mr. 
Griffin,  there  might  be  on  anything  of  that  charac- 
ter? Would  it  have  to  be — I  take  it,  to  begin  with, 
you  feel  it  is  not  necessary  that  the  matter  be  called 
— or  written  to  Mr.  Forster  or  called  to  his  atten- 
tion? These  particular  documents,  of  course,  while 
they  relate  to  the  Alpine  Dairy,  the  signature  here, 
of  course,  I  [4068]  assume,  didn't  come  to  the  at- 
tention of  Mr.  Forster. 

Mr.  Griffin:  That  is  correct.  I  wouldn't  assume 
it  would,  either,  because  the  auditor,  L.  Hicks  Tay- 
lor, was  handling  all  these  matters  that  had  been 
turned  over  by  Mr.  Forster  to  his  auditor,  L.  Hicks 
Taylor. 

The  Court:  You  say  it  goes  to  the  intent.  In 
other  words,  this  whole  issue  is  to  establish  Mr.  For- 
ster's  justification  in  relying  entirely  upon  Mr. 
Taylor  % 

Mr.  Griffin:  Yes,  your  Honor.  We  are  dealing 
with  specific  years,  which  are  the  end  years  of  a 
25-year  relationship  of  accountant-auditor  and  cli- 
ent, and  it  isn't  surprising  that  the  Government  has 
not  produced,  or  that  there  was  very  much  said 
between  these  people  in  the  five  years  at  issue,  be- 
caus?  that  situation  was  built  in  the  15  years  before. 

Now,  it  may  have  been  built,  and  the  Jury  can 
find  it  was  built,  under  a  conspiracy  to  cheat  and 
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defraud  between  these  two  people,  or  either  one 
of  them.  I  realize  the  implication  when  I 
through  this  cross-examination,  but  T  intend  to  have 
established — I  may  suggest  to  you  that  I  have 
weighed  whether  I  am  not  establishing  more 
strongly  the  Government's  case  than  it  has  been 
able  to  establish  itself. 

However,  I  propose  to  do  it  so  that  this  [4069] 
jury  may  determine  this  matter  of  what  the  intent 
was  in  those  years,  but  it  is  built  from  what  the 
situation  was  between  these  two  men  in  the  years 
the  preceded  it,  and  they  built  that  situation,  and 
the  fact  that  Taylor  audited  for  Hans  Forster — 
Forster  doesn't  know  the  difference  between  an 
audit  and  a  statement,  the  evidence  shows — that  is, 
if  the  jury  believes  it  but  he  audited  and  reconciled 
the  bank  accounts  when  he  gained  the  original  em- 
ployment. From  there  on,  I  propose  to  show,  sir, 
that  it  was  his  kind  of  bookkeeping  that  snowballed, 
year  by  year,  into  the  result  that  you  get  in  these 
five  years,  just  as  if  one  of  these  were  snowballed 
into  the  other. 

I  show  it  from  his  own  books  and  his  own  rec- 
ords— that  is,  Hans  Forster 's  books  and  records, 
but  kept  by  Hicks  Taylor — and  not  maintained  as 
he  said  or  as  he  claimed,  just  from  figures  handed 
to  him. 

He  started  out  and  got  the  confidence  to  begin 
with,  and  got  a  job  to  begin  with.  As  a  matter  of 
fact,  that  was  said  in  the  opening  statement  of  op- 
posing counsel  as  part  of  this  case.  You  cannot 
separate  these  five  years  that  are  in  question  from 
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a  life  time  of  these  individuals,  as  to  what  occurred 
in  those  five  years.  Confidence  was  built  of  the  one 
in  the  other.  That  confidence,  sir,  went  past  [4070] 
the  confession  of  guilt  of  Taylor.  It  maintained — 
it  was  maintained  by  Forster  until  it  was  spread 
before  him  by  other  accountants,  that  which  this 
man  did. 

Now,  we  are  dealing  with  the  minds  of  two  men 
and  thoughts  and  their  intent.  We  can  only  estab- 
lish it  by  these  items  that  raise  the  question  of 
credibility  on  the  one  hand,  and  the  things  he  did  on 
the  other,  and  the  representations  that  he  made.  He 
says  he  never  represented  that  he  was  auditing.  It 
was  his  testimony  to  begin  with. 

I  have  said  all  I  care  to  now.  It  is  adjourning 
time. 

Mr.  LeSourd:    May  Mr.  Cox  be  excused? 

The  Court:    Yes,  you  may  be  excused,  Mr.  Cox. 

(Whereupon,  Mr.  Cox  withdrew  from  the 
court  room.) 

Mr.  Moriarty:  It  is  the  Government's  position, 
if  your  Honor  please,  that  regardless  of  the  state- 
ments of  Mr.  Forster,  that  he  reported  each  cent  to 
Mr.  Taylor,  the  fact  that  Mr.  Taylor  held  himself 
out  to  somebody  else  is  so  confusing  in  the  light  of 
the  mass  of  documents  here,  that  I  don't  see  any 
value  other  than  the  stipulation  by  Mr.  LeSourd  on 
behalf  of  Mr.  Taylor.  The  documents  don't  add 
to  it. 

Mr.  Griffin :  We  didn't  put  280  documents  in  to 
add  confusion.   [4071] 
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Mr.  Moriarty:  You  can  put  280  of  Excise  Tax 
in  alone. 

Mr.  Griffin:     That  is  right. 

The  Court:    Mr.  LeSourd? 

Mr.  LeSourd:  I  don't  intend  to  also  make  a 
speech  summarizing  my  case,  as  Mr.  Griffin  might 
have  in  a  speech  to  the  Jury,  but  I  want  to  em- 
phasize that  the  descriptive  term  "auditor,"  which 
has  been  used  by  many  witnesses  right  here  on  the 
stand — it  is  a  common  expression — we  are  perfectly 
willing  to  stipulate,  as  Mr.  Taylor  testified  on  his 
direct,  that  many  times  that  word  is  used  in  place 
of  "accountant,"  and  beyond  that,  there  is  no  rele- 
vancy to  this  thing  at  all. 

If  they  can  prove  an  audit  was  made,  let  them 
prove  an  audit  was  made,  but  certainly  a  term  like 
that  has  no  meaning  in  this  case. 

The  Court:  As  I  stated,  I  will  consider  the  mat- 
ter and  make  a  definite  and  final  ruling  in  the 
morning.  And,  remember,  we  meet  at  9:30  tomor- 
row. 

Mr.  Moriarty:    Did  you  tell  the  jury? 

The  Court:    Yes,  I  told  the  jury. 

Court  will  recess  until  9:30. 

(Whereupon,  at  4:14  o'clock  p.m.  April  15, 
1954,  a  recess  was  had  in  the  within-entitled 
and  numbered   cause   until   9:30   o'clock   a.m. 

April  16,  1954.)  [4072] 

***** 

The  Court:  Before  we  call  the  Jury,  in  regard 
to  Exhibit,  for  identification,  A-84,  the  Court  will 
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adhere  to  its  ruling  indicated  last  night,  and  sustain 
the  objection. 

You  may  call  the  Jury. 

Mr.  Griffin:  At  this  time,  the  Defendant  For- 
ster,  

The  Court:  (Interposing)  (To  Bailiff)  Just  a 
moment. 

Mr.  Griffin:  (Continuing)  At  this  time,  the  De- 
fendant Forster  is  compelled  to,  and  does,  move  for 
a  mis-trial  upon  the  ground  and  for  the  reason 
that  it  is  now  definitely  apparent,  by  the  atmos- 
phere that  has  been  created,  both  by  the  Govern- 
ment and  by  the  ruling  of  the  Court,  that  no  fair 
trial  can  be  had.  The  Government  has  objected  to 
a  document  offered  in  evidence  upon  the  ground 
that  it  will  clutter  the  record.  The  Government, 
over  Counsel's  objection  for  Mr.  Forster  spent  two 
months  introducing  some  370  exhibits  of  thousands 
of  pages.  It  is  now  suggested  a  photostatic  copy  un- 
der the  seal  of  the  Secretary  of  the  State  of  Wash- 
ington of  two  pages,  which  bears  the  signature  of 
the  witness  on  the  stand  as  an  auditor  for  Mr.  For- 
ster and  the  other  Forster  enterprises,  will  clutter 
the  record.  T4078] 

The  Government  lias  stated  that.  Very  well.  I 
am  stating  the  reasons  for  my  motion  which  will 
proceed  from  now  on,  day  to  day,  and  without 
having  to  reiterate  it  at  that  time. 

The  Government,  on  cross-examination  of  the 
witness  on  the  stand,  so-called  cross-examina- 
tion  

Mr.  Moriartv:     (Interposing)  I  didn't  hear  you. 
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Mr.  Griffin:  I  say,  the  Government,  in  cr<> 
examination  of  the  witness  on  the  stand,  one  of  the 
defendants,  conducted  the  cross-examination  in  a 
manner  and  with  the  plain  desire  to  in  nowise  com- 
promise the  witness  on  the  stand,  but  let  him  re- 
iterate again  his  method  and  claim  of  defense,  the 
first  time  in  a  court  room,  doubtless  since  Courts 
began,  that  the  Government  had  a  witness  on  the 
Btand,  a  defendant,  taking  the  stand,  convicted  of  a 
crime,  the  same  crime  that  is  charged  in  this  case, 
and  did  not  cross-examine  as  to  that  matter,  leaving 
for  counsel  for  Mr.  Forster  the  necessity  of,  in  the 
face  of  the  Court's  rulings  in  these  matters,  pre- 
senting to  the  jury  a  position  that  the  Court  says 
cannot  be  sustained,  and  where  it  has  to  be  done 
now,  because  of  the  error  committed,  and  I  say  this 
with  all  the  solemnity  that  I  can,  that  there  is  not 
only  error  in  the  ruling  of  the  Court — and  I  am 
presuming  the  additional  [4079]  rulings  as  we  come 
along  in  these  matters — it  is  absolutely  prejudicial. 
It  prevents  the  Defendant  Forster  from  having  a 
fair  trial.   It  cannot  be  had. 

On  the  other  hand,  as  far  as  the  Defendant  Tay- 
lor is  concerned,  while  the  Court  had  no  control  of 
any  kind  over  the  opening  statement  of  counsel  for 
Mr.  Taylor  as  to  proof  to  be  offered,  it  has  per- 
mitted the  widest  latitude  of  collateral  matters,  it 
has  permitted  attack  upon  one  of  counsel  for  Mr. 
Forster  at  the  very  beginning  of  this  trial,  and  he 
had  to  withdraw  therefrom.  The  Court  ruled  and 
sustained  the  right  of  Mr.  Taylor,  the  Defendant, 
to  substantiate  the  position  taken  in  the  opening 
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statement.  Whether  I  will  be  permitted  to  meet 
any  of  that,  I  don't  know.  I  will  reach  that  as  the 
time  comes.  However,  as  I  recall,  sometime  during 
the  trial  in  the  latitude  admitted,  it  was  due  in 
part,  and  I  think  primarily,  to  the  suggestion  that 
Taylor,  having  moved  for  a  severance  and  also 
claiming  that  the  documents  being  used  were  confi- 
dential, and  the  private  records  of  Mr.  Taylor,  I 
think  your  Honor  felt  that,  and  so  stated  the  fact 
that,  that  was  one  consideration  for  your  ruling 
insofar  as  Taylor  was  concerned,  so  that  there  could 
be  no  claim  of  prejudice. 

However,  it  now  develops — three  things  [4080] 
developed.  Voluntarily,  the  witness  Taylor  on  the 
witness  stand,  testified  that  these  documents,  to-wit: 
his  work  sheets,  are  part  of  the  ledgers,  or,  as  he 
put  it,  part  of  the  books,  and  he  sat  on  the  witness 
stand  and  couldn't  explain  the  books,  the  ledgers, 
without  his  work  sheets.  They  were  the  property 
then  of  Mr.  Forster.  Beyond  that,  he  has  now  tes- 
tified under  oath  that  he  voluntarily  took  all  of 
these  documents  to  the  Issaquah  Creamery  and  left 
them  there  for  the  use  of  such  people  as  might  want 
to  use  them,  the  very  purpose  being  used  here. 

Now,  since  certain  people  used  them,  he  was  in- 
dicted. Now,  with  that  atmosphere  created  on  be- 
half of  Mr.  Taylor,  who  testified  for  days,  and  his 
whole  case  was  based  upon  an  attack  upon  one  of 
counsel  for  Mr.  Forster,  and  his  whole  position 
being  that  he  was  not  an  auditor  and  never  audited 
anything,  that  Mr.  Forster  had  no  right  to  rely 
upon  him,   in   fact,   that  he   relied  upon   Forster, 
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testifying  the  duty  of  Mr.  Forster  that  his  duty,  he, 
Forster,  to  Mr.  Taylor,  was  greater  than  he,  T 
lor's,  duty  to  Mr.  Forster,  I  am  prevented  from 
showing  under  his  own  handwriting  that  he  repre- 
sented himself  throughout  the  State  of  Washington 
to  the  taxing  authorities  and  the  public  in  general 
that  he  was  an  auditor,  and  that  beyond  that,  he 
did  [4081]  audit  and  that,  in  that  atmosphere,  I 
will  now  have  to  proceed  with  a  jury,  long  tired  and 
wants  this  case  to  end,  I  am  compelled  to  proceed 
in  that  atmosphere,  the  cold,  hard  way  of  asking 
a  question,  repeated  with  exhibit  after  exhibit,  and 
taking  the  ruling  of  the  Court,  and  I  can't  prove 
these  things,  thereby,  of  course,  antagonizing  a 
tired  jury. 

I  feel  that  your  Honor — I  don't  know  on  what 
grounds  you  sustained  the  rejection  of  the  exhibit, 
and  will  such  like  exhibits,  but  I  think,  subcon- 

I  sciously,  perhaps,  you  are  also  tired,  and  not  the 
only  one,  and  that  you  realize  we  have  no  alternate 
jurors,  and  there  is  the  danger  that  someone  might 
get  ill,  and  there  would  be  a  mis-trial,  but  that  can 
have  no  bearing  upon  the  right  of  the  Defendant 
Forster  to  cross-examine  this  defendant  upon  the 
witness  stand  upon  matters  material  to  the  issues 
in  this  case,  and  these  matters  which   I  will   en- 

!  deavor  to  cross-examine  on,  following  the  rejection 
of  this,  are  so  material,  that  with  the  ruling  and 
the  position  taken  by  the  Government  in  support  of 
Mr.  Taylor  on  the  witness  stand,  it  makes  it  utterly 
impossible  in  this  continuing  atmosphere  to  have 
a  fair  trial. 
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I  am  not  crying.  I  am  presenting  it  as  a  cold, 
legal  proposition,  basing  my  record  now  at  [4082] 
this  late  stage  where  I  didn't  want  any  error  in  this 
case  for  the  purpose  of  appeal,  because  as  far  as 
the  effect  is  concerned,  on  this  tired  jury,  the  Court 
might  as  well  direct  a  verdict  of  acquittal  for  Tay- 
lor in  the  protection  that  has  been  given  him  and  of 
guilty  to  Forster;  and  I  rely  upon  appeal,  and 
appeal  only,  because  we  are  prevented,  as  it  has 
turned  out,  from  being  able  to  present  our  case  as 
against  the,  practically  the,  chief  witness  for  the 
Government  in  full  and  upon  matters  that  are 
strictly  in  issue,  the  only  matters,  when  you  come 
down  to  the  final  analysis,  that  are  issues  in  this 
case,  which  I  cannot  prove  or  disprove,  the  intent 
or  inner  workings  of  the  mind,  except  by  circum- 
stantial evidence.  Those  things  that  he  did,  and 
those  things  that  he  wrote  and  the  things  that  he 
signed.  I  am  deprived  of  that,  and  being  so  de- 
prived, I  have  one  of  two  options:  to  cease  ques- 
tioning, or  proceed,  realizing  just  where  I  am 
headed,  and  I  am  now  headed,  as  I  say,  as  we  pro- 
ceed, directly  and  deliberately,  in  making  a  record, 
offensive  as  I  know  from  the  time  element  that  will 
be  to  the  jury,  in  taking  the  time  to  do  it,  but  it 
will  have  to  be  done  separately  as  each  matter 
arises. 

I  will  renew  this  motion  later,  without  reiterating 
what  I  have  here  stated  in  the  grounds  [4083]  for 
the  motion. 

Mr.  Moriarty:    May  it  please  the  Court, 

The    Court:      (Interposing)    Before    the    Court 
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hears  other  counsel,  the  Court  will  make  this  com- 
ment : 

Counsel's  comment,  of  course,  is  part  of  the  rec- 
ord and  may  be  properly  stated.  I  might  say,  in 
response,  that  the  Court  has,  in  all  respects  sought 
in  every  way  to  see  that  a  fair  trial  is  granted  to 
all  defendants,  and  believes  that  all  defendants  are 
entitled  to  a  fair  trial.  In  making  my  ruling,  I 
make  it  on  this  document  on  the  record  made  only 
without  relation  to  any  other  documents  that  are  to 
be  offered. 

Mr.  Moriarty:    May  it  please  the  Court 

Mr.  Griffin:  (Interposing)  Before  you  speak 
may  I  say  I  did  not  want  to  state  or  infer  that 
consciously  your  Honor  was  not  endeavoring  to 
grant  a  fair  trial.  What  I  mean  to  say  is  that  the 
entire  atmosphere  and  the  rulings  that  you  have  felt 
compelled  to  make  from  my  position  make  it  im- 
possible, not  that  your  Honor  consciously  for  a  mo- 
ment had  any  thought  of  not  granting  a  fair  trial. 

If  you  rule  on  every  question  I  ask,  sir,  from 
here  on  in,  I  can  assure  you  that  I  wouldn't  con- 
sider for  a  moment  that  you  didn't  think  from 
where  you  sat,  that  you  were  not  granting  a  fair 
trial,  so  that  I  don't  [4084]  want  any  personality 
in  that  at  all. 

The  Court :  I  am  certain  of  that,  Mr.  Griffin,  and 
I  am  sure  that  is  true  of  all  Counsel.  I  thought,  in 
view  of  the  comment  of  Counsel,  that  the  Court 
should  add  that  comment. 

Mr.  Moriarty :  In  view  of  Mr.  Griffin's  statement, 
in  view  of  that,  some  of  the  matters  may  be  left  un- 
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said  by  the  United  States  Attorney.  However,  there 
are  a  number  of  things  said  as  to  the  Government's 
lack  of  diligence  in  inculcating  Mr.  Taylor,  and  for 
the  record,  I  make  this  statement,  that  perhaps  the 
reason  we  did  not  refer  to  Mr.  Taylor's  prior  con- 
viction, was  because  from  the  opening,  and  all 
through  the  last  two  months  on  trial  it  has  been  re- 
ferred to,  and  indirectly  stated,  and  during  Mr. 
Taylor's  direct  examination,  he  referred  to  the  time 
he  was  at  McNeil  Island,  and  we  saw  no  further 
reason  to  inquire,  because  we  knew  it  was  fully  in 
the  record  and  would  be  a  waste  of  time  and  for 
the  further  reason,  we  felt,  after  A-83  was  entered, 
a  document  in  1939,  and  was  introduced  solely  for 
the  purpose  of  establishing  that  Mr.  Taylor  had 
posed  and  held  himself  out  as  an  auditor  at  that 
early  date.  We  made  no  objection  to  it,  and  particu- 
larly, we  made  no  objection  in  view  of  the  fact  that 
Mr.  LeSourd,  on  behalf  of  his  client,  stipulated  he 
held  himself  [4085]  out  during  this  period  and 
would  agree  to  that  stipulation. 

These  documents  now  being  introduced  in  evi- 
dence, particularly  A-84,  which  is  the  subject  of  the 
motion,  is  the  document  Mr.  Taylor  signed,  but 
there  is  no  relevancy  to  this  matter  in  view  of  the 
stipulation.  It  would  be  my  opinion  that  Mr.  Le- 
Sourd's  stipulation  should  satisfy  Mr.  Forster,  that 
from  the  time  of  1939  down  to  the  period  covered 
by  the  Indictment,  he  posed  and  held  himself  out 
not  only  to  be  an  auditor  and  an  accountant,  but  a 
business  analyst  and  an  Income  Tax  Adviser. 

Now,  the  vice  of  attempting  to  have  all  these  docu- 
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ments  in  is  that  it  is  irrelevant,  except  to  the  ulti- 
mate fact  that  Counsel  has  been  willing  to  stipulate, 

and  it  is  the  opinion  of  the  Government  that  the 
case  should  be  presented  clearly  on  what  the  Govern- 
ment contends,  that  each  and  every  one  of  the  de- 
fendants filed  and  joined  in  the  filing  of  a  fraudu- 
lent income  tax.  and  we  do  not  want  that  lost  sight 
of,  by  a  mass  of  documents,  that  Mr.  Taylor  signed 
some  documents  and  added  the  word  "auditor.''  We 
will  continue  our  objection. 

The  Court :    You  may  call  the  Jury. 

Mr.  Moriarty,  the  Clerk  calls  my  attention  to  the 
fact  that  you  stated  A-83  was  in.  A-83  is  not  in. 

Mr.  Moriarty:    The  business  accounts? 

The  Court:     The  letter  is  not  in. 

Mr.  Moriarty:  At  the  time  it  was  offered,  the 
stipulation  was  made. 

The  Court:  The  stipulation  was  made  which 
covered  the  letterhead. 

Mr.  Moriarty:  Yes.  I  presumed  it  had  been  ad- 
mitted. Anyway,  it  was  only  offered  for  that  pur- 
pose, and  the  stipulation  covered  it. 

The  Court:  Yes,  the  stipulation  covered  the  fact 
that  would  have  been  established  by  the  letter. 

Mr.  LeSourd:    By  the  letterhead. 

The  Court:    Yes. 

(Whereupon,  the  Jury  was  returned  to  the 
court  room.) 

The  Court:    You  may  be  seated. 

It  is  stipulated  that  the  Jury  and  all  Defendants 
are  present  in  the  court  room  I 

Mr.  Moriarty:    Yes,  your  Honor. 
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Mr.  Griffin:    Yes,  your  Honor. 

The  Court:    You  may  proceed,  Mr.  Griffin.  [4087] 


L.  HICKS  TAYLOR 

upon  being  recalled  as  a  witness  for  and  on  behalf 
of  the  Defendant  Taylor,  and  having  been  previ- 
ously duly  sworn,  resumed  the  witness  stand  and 
testified  as  follows: 

Cross  Examination  (continued) 

Mr.  Griffin:  Will  you  mark  this  document  for 
identification,  please? 

The  Clerk :  Defendants'  Exhibit  No.  A-85  marked 
for  identification. 

(Defendants'  Exhibit  No.  A-85  marked  for 
identification.) 

Q.  (By  Mr.  Griffin)  :  Mr.  Taylor,  handing  you 
Exhibit  A-85  for  identification,  I  will  ask  you  if 
that  is  a  photostatic  copy  of  the  Excise  Tax  Return 
of  Hans  Forster-Alpine  Dairy,  for  the  month  of 
November  and  December,  1948? 

A.  The  original  copies  are  in  the  file.  That  is  a 
photostat. 

Q.  Is  this  your  signature  on  the  second  sheet 
of  the  photostat  ? 

A.     Yes,  that  is  my  signature. 

Q.    Yes?  A.    Yes,  sir.  [4088] 

Q.  And  right  underneath  it,  the  word  "auditor" 
is  your  writing?  A.     That  is  correct. 

Mr.  LeSourd:    Same  objection,  your  Honor. 

Mr.  Moriarty:  Same  objection. 

Mr.  Griffin:    I  offer  A-85. 
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The  Court:     The  same  objection1? 

The  Court  will  sustain  the  objection  and  the  same 
showing  may  be  made  by  Mr.  Griffin. 

Mr.  Griffin:  These  will  lake  offers  of  proof  in 
the  absence  of  the  Jury. 

The  Court:     Yes. 

Mr.  Griffin:  Later,  if  the  Court  please,  I  will 
have  to  proceed  with  these. 

Will  you  mark  this  for  identification,  if  the  Court 
please? 

The  Clerk :  Def  endants'  Exhibit  No.  A-86  marked 
for  identification. 

(Defendants'  Exhibit  No.  A-86  marked  for 
identification.) 

Mr.  LeSourd:  If  we  have  a  number  of  these 
certified  copies,  we  will  stipulate  to  the  identity  if 
they  are  certified  copies. 

The  Court:  Do  you  wish  to  identify  each  ex- 
hibit, Mr.  Griffin?  [4089] 

Mr.  Griffin:    Yes,  your  Honor. 

Q.  (By  Mr.  Griffin)  :  Mr.  Taylor,  I  hand  you 
A-86,  and  I  ask  you  if  that  is  a  photostatic  copy  of 
the  Excise  Tax  Return  of  the  State  of  Washing- 
ton for  the  period  March-April,  1949,  for  Hans 
Forster  and  Alpine  Dairy?  A.    Yes,  it  is. 

Mr.  LeSourd:  I  believe  that  is  sufficient  for  the 
identification. 

Q.     (By  Mr.  Griffin)  :    Is  that  your  signature  ? 

Mr.  LeSourd:  Just  a  moment.  I  think  that  is 
sufficient  for  the  identification. 
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The  Court :  If  there  is  any  question  about  it,  the 
Court  will  permit  further  identification. 

Q.  (By  Mr.  Griffin  continuing) :  Is  that  your 
signature  ? 

The  Court:    You  may  answer. 

A.     Yes,  it  is. 

Mr.  LeSourd:     All  right,  that  is  sufficient. 

Q.  (By  Mr.  Griffin)  :  Your  writing  also,  the 
word  "auditor,"  under  your  signature? 

Mr.  LeSourd:  If  your  Honor  please,  here  we 
are  simply  by  this  means  trying  to  avoid  the  Court's 
[4090]  ruling.  It  is  simply  taking  time  of  this  case 
unnecessarily.  If  it  is  the  word  "auditor,"  Mr.  Grif- 
fin is  interested  in,  I  again  call  the  Court's  attention 
to  the  fact  that  there  was  testimony  on  direct  ex- 
amination of  this  witness  indicating  he  used  "ac- 
countant" and  "auditor"  interchangeably  through 
these  years.  We  are  wasting  time  in  this  procedure. 

The  Court:  Well,  Mr.  Griffin  desires  to  make  a 
record,  and  the  Court  will  not  in  any  way 

Q.  (By  Mr.  Griffin  interposing) :  Your  answer 
is  "yes"  to  that,  Mr.  Taylor?  A.     Yes,  sir. 

Mr.  Griffin:    I  offer  A-86  for  identification. 

Mr.  LeSourd:     Same  objection. 

The  Court :  Mr.  Moriarty,  you  have  the  same  ob- 
jection? 

Mr.  Moriarty:    Yes,  we  have  the  same  objection. 

The  Court:  The  ruling  will  be  the  same,  and  it 
will  be  rejected  on  the  same  showing. 

Mr.  Griffin:  Will  you  mark  this  for  identifica- 
tion? 
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The  Clerk:     Defendants'   Exhibit    A-87   marl 
for  identification. 

(Defendants'  Exhibit  No.  [4091]  A-87  marked 
for  identification.) 

Q.  (By  Mr.  Griffin)  Mr.  Taylor,  handing  you 
Exhibit  A-87  for  identification,  I  will  ask  you  if 
this  is  a  Compensating  Tax  Return  of  the  Issaquah 
Creamery  Company  subscribed  by  you  over  your 
signature  May  28,  1948?  That  is  a  photostatic  copy. 

A.  That  is  correct,  and  I  signed  it  in  the  name 
of  "auditor."  I  wrote  it  on  there. 

Mr.  LeSourd:  If  your  Honor  please,  may  the 
record  show  our  objection  to  this  manner  of  identi- 
fication of  the  documents? 

The  Court:    The  record  may  so  show. 

Mr.  Griffin:    I  offer  A-87. 

Mr.  LeSourd:    Same  objection. 

Mr.  Griffin :  The  reason  for  the  duplicates  is  that 
this  is  Issaquah  and  the  others  were  Alpine. 

The  Court:    Same  objection,  and  the  same  ruling. 

Mr.  Moriarty:    That  was  87? 

Mr.  Griffin:    87,  yes. 

Will  you  mark  this  document  for  identification, 
please  ? 

The  Clerk:  Defendants'  Exhibit  A-88  marked 
[4092]  for  identification. 

(Defendants'  Exhibit  No.  A-88  marked  for 
identification.) 

Q.  (By  Mr.  Griffin) :  Mr.  Taylor,  were  you  the 
auditor  for  the  Issaquah  Creamery  Company? 

A.     I  was  not. 
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Q.  Handing  you  Exhibit  A-88,  I  will  ask  you 
if  this  is  a  photostatic  copy  of  a  letter  on  your  let- 
terhead written  by  you? 

A.  This  is  a  photostatic  copy  of  a  letterhead  of 
L.  Hicks  Taylor  and  Company,  requesting  an  ex- 
tension of  30 

Mr.  LeSourd:  (Interposing)  Just  a  moment, 
Mr.  Taylor.  This  is  merely  a  matter  of  identifica- 
tion. 

A.     Yes. 

Q.  (By  Mr.  Griffin)  :  Your  signature,  Mr.  Tay- 
lor? A.    Yes. 

Mr.  LeSourd:    Same  objection, 

Mr.  Moriarty:     Same  objection. 

The  Court:    May  I  see  it? 

(Whereupon,  document  was  handed  to  the 
Court.) 

The  Clerk:  Defendants'  Exhibit  A-89  marked 
for  [4093]  identification. 

(Defendants'  Exhibit  No.  A-89  marked  for 
identification.) 

The  Court:  I  feel  the  Court  should  ask  a  ques- 
tion of  the  witness: 

Mr.  Taylor,  in  handling  the  tax  matters  for  Mr. 
Forster,  did  you  execute  various  forms  and  desig- 
nate yourself  as  auditor? 

The  Witness:  As  a  rule,  I  referred  to  them  that 
way  in  State  returns,  yes. 

The  Court:    You  designated  yourself  "auditor"? 

The  Witness:     Just  a  signature. 

I  could  have  put  "secretary"  or  "treasurer"  or 
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anything  else  on  them.  It  was  merely  a  habrj  <>f*  fol- 
lowing out  with  the  forms. 

The  Court:  You  did  designate  yourself  "audi- 
tor"? 

The  Witness:    I  signed  some  of  them  there,  yes. 

The  Court:     Objection  sustained. 

Mr.  Griffin:     Sir? 

Mr.  LeSourd:     I  didn't  hear. 

The  Court:  I  will  sustain  objection  to  the  docu- 
ment. 

Q.  (By  Mr.  Griffin) :  Mr.  Taylor,  handing  you 
Exhibit  A-89  for  identification,  [4094]  is  that  your 
signature  ? 

A.  It  seems  to  be  the  carbon  copy  with  my  sig- 
nature inscribed  through  the  carbon. 

Q.    You  dictated  or 

A.     (Interposing)     I  wrote  the  letter. 

Mr.  Griffin:     Mr.  LeSourd*? 

(Whereupon,  document  was  handed  to  Mr. 
LeSourd  by  Mr.  Griffin.) 

Mr.  LeSourd:     Same  objection,  your  Honor. 

The  Court:  I  am  inclined  to  overrule  the  objec- 
tion on  this. 

Mr.  Moriarty:  The  Government  made  no  ob- 
jection to  that  letter. 

Mr.  LeSourd:  May  I  ask  your  Honor  if  the 
admission  is  limited  to  the  point  we  are  on  now, 
the  question  of  the  use  of  the  word  "auditor"? 
Otherwise,  I  wrould  object  to  its  relevancy.  It  is  in 
1942. 


1902  Hans  Forster  vs. 

(Testimony  of  L.  Hicks  Taylor.) 

The  Court:    Yes,  it  is  on  that  only. 

Mr.  LeSourd:    It  is  limited  to  that,  very  well. 

Mr.  Griffin :  May  I  read  the  exhibit,  your  Honor  ? 

The  Court:    You  may. 

Mr.  Griffin:  Dated  December  18,  1942,  to  Mr. 
T.  M.  Jenner,  "In  re  Penalty  Assessment,  Alpine 
Dairy,  Issaquah  Creamery  Company,"  with  code 
numbers  and  some  dates.  [4095] 

Mr.   Moriarty:     The   date? 

Mr.  Griffin:  The  letter  is  December  18,  1942, 
but  it  has  code  numbers,  and  other  dates  on  it. 

"The  writer  is  Auditor  and  Secretary  of  the  Issa- 
quah Creamery  Company  and  Alpine  Dairy,  have 
always  prepared  the  Excise  Tax  Returns  for  them, 
the  returns  for  July  and  August  were  not  sent  in 
on  time  because  it  was  necessary  for  me  to  file  a 
great  many  papers  for  the  Dairy  in  the  case  for 
the  O.P.A.  on  the  School  Milk  Delivery.  This  com- 
pany does  not  have  to  take  advantage  of  delay  for 
any  financial  reason,  it  being  just  one  of  those 
things  that  happen  once  in  a  while,  and  I  feel  the 
request  for  relief  from  penalty  is  not  asking  too 
much  from  a  taxpayer  who  contributes  a  large  sum 
each  period,  especially  when  this  is  about  the  first 
offense.  I  talked  with  Mr.  Carney  about  the  matter, 
and  paid  the  period  September  and  October  a 
month  before  it  was  due  to  offset  any  loss  to  the 
State  in  the  delay. 

"It  has  always  been  my  opinion  that  the  Tax 
Commission  were  not  interested  in  penalties,  where 
a  reasonable  explanation  of  the  delinquency  is  sub- 
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mitted,  and  I  believe  that  you  feel  the  same  way 

about  it. 

"Thanking  you  in  advance  for  the  many  courte- 
sies you  have  shown,  and  hope  you  can  persuade 
the  Commission  to  withdraw  the  penalty.  I  am, 

Yours  very  truly, 

L.  Hicks  Taylor." 

Q.  (By  Mr.  Griffin)  :  Mr.  Taylor,  why  did  you 
represent  to  Mr.  T.  M.  Jenner,  Chairman  of  the 
Tax  Commission  of  the  State  of  Washington  that 
you  were  the  auditor  of  the  Issaquah  Creamery 
Company  and  the  Alpine  Dairy? 

A.  I  was  making  an  effort  in  Mr.  Forster's  be- 
half to  save  him  penalties. 

Q.  As  a  matter  of  fact,  you  did  prepare  all  the 
Excise  Tax  Returns — that  is,  the  business  tax  re- 
turns— for  Alpine  and  Issaquah,  didn't  you? 

Mr.  LeSourd:  Objected  to  as  irrelevant  and  im- 
material and  improper  cross-examination. 

The  Court:     Objection  overruled. 

A.  In  my  assignment  of  holding  them  and  work- 
ing the  general  ledger,  it  was  very  much  simpler  for 
me  to  prepare  the  returns  and  I  agreed  to  do  it  dur- 
ing that  period.   [4097] 

Q.  (By  Mr.  Griffin)  :  You  did  it  during  the  en- 
tire period? 

A.     I  certainly  did,  every  one  of  them. 

Q.  And  you  wanted  to — in  this  letter,  you  desig- 
nated yourself  as  Auditor,  you  say,  because  you 
wanted  to  save  Mr.  Forster  a  penalty,  is  that  cor- 
rect ? 
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A.     Not  necessarily,  just  an  habitual  statement. 

Q.  Using  that  term  "habitual,"  sir,  I  will  ask 
you  if  you  did  not  subject  Issaquah  Creamery  and 
Hans  Forster  to  penalty  after  penalty  from  the 
State  of  Washington  because  of  your  neglect  in 
filing  income — in  filing  Excise  Tax  Returns  on 
time  ? 

Mr.  LeSourd:  Objected  to  as  irrelevant  and 
immaterial,  and  not  proper  cross. 

The  Court:     Objection  sustained. 

Mr.  Griffin:  Now,  in  the  light  of  the  witness's 
answer,  I  have  to  follow  that  one  on  through,  if  the 
Court  please. 

Will  you  mark  these  letters  and  notices  as  one 
exhibit  % 

The  Clerk:  Defendants'  Exhibit  A-90  marked 
for  identification. 

(Defendants'  Exhibit  No.  A-90  marked  for 
identification.)  [4098] 

Q.  (By  Mr.  Griffin) :  Handing  you  Exhibit 
A-90  for  identification,  Mr.  Taylor,  I  will  ask  you 
if  that  file,  for  short  for  identification,  are  not  let- 
ters from  you  to  the  State  of  Washington  Excise 
Tax  Division,  and  from  that  Division  to  you,  and 
include  the  penalties  assessed  from  time  to  time 
as  therein  indicated  because  of  your  failure  to  file 
the  returns  on  time? 

Mr.  LeSourd:  If  your  Honor  please,  I  will  ob- 
ject to  the  form  of  that  question,  and  ask  that  the 
remarks  of  Counsel  in  it  be  stricken,  and  the  Jury 
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be  instructed  to  disregard  them.  It  is  not  a  prop*  l 
part  of  an  identification  question,  and  if  this  docu- 
ment is  irrelevant  and  immaterial,  as  I  suspect  it 
is,  it  almost  puts  upon  this  Defendant  the  necessity 
of  meeting  irrelevant  and  immaterial  matters,  just 
by  the  form  of  the  question. 

Mr.  Griffin:  I  used  the  form,  if  the  Court  please, 
oi;ly  to  shorten  the  witness's  answer  in  identifica- 
tion. 

The  Court:  I  might  advise  the  Jury  that  the 
procedure  is — here  is,  for  the  purpose  of  identify- 
ing a  document,  which  may  or  may  not  become  evi- 
dence. Any  question  put  by  counsel  in  that  con- 
nection is  not  to  be  considered  by  you  as  any 
evidence  at  all,  and  with  that  comment,  the  Court 
will  not  strike  the  answer — I  mean,  the  question. 
(Whereupon,  there  was  a  brief  pause.) 

The  Witness :  May  I  ask  what  the  question  was, 
please  1 

The  Court:  The  question  is  whether  you  recog- 
nize those  documents  and  know  what  they  are. 

The  Witness:  May  I  ask,  is  this  just  to  identify 
them  and  not  to  comment  on  them? 

The  Court:    That  is  the  sole  purpose. 

A.  Part  of  the  documents  have  come  from  my 
office,  and  part  of  them  have  probably  been  made 
in  the  Issaquah  office,  and  part  of  them  were  mailed 
to  Issaquah  and  part  were  mailed  to  me.  There  is 
a  copy  here  in  my  pencil  writing,  but  these  evi- 
dently became  property  in  my  files.  Part  of  the 
letters  were  written  by  me. 
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The  Court:  In  other  words,  you  have  seen  tlms« 
documents  at  one  time  or  another? 

The  Witness:  They  all  came  from  my  files  that 
I  deposited  at  Issaquah. 

Q.  (By  Mr.  Griffin):  And  that  was  the  first 
time  when  you  made  that  deposit  in  Issaquah,  in 
April,  1950,  that  any  of  these  Excise  Tax  Returns, 
or  the  accompanying  documents,  or  the  penalty  as- 
sessments, were  ever  in  the  possession  of  Hans 
Forster  or  the  Issaquah  Creamery  or  the  Alpine 
Dairy,  wasn't  it?   [4100] 

Mr.  LeSourd:  Well,  your  Honor,  I  will  object 
to  this  as  irrelevant  and  immaterial  and  improper 
cross-examination,  and  again  object  to  the  form  of 
the  question. 

The  Court:  The  Court  will  overrule  the  objec- 
tion. 

A.  That  appears  to  be  conjecture.  Many  of  those 
records  passed  through  the  hands  of  Issaquah 
Creamery  and  Alpine  Dairy  before  they  came  into 
my  possession. 

Q.  (By  Mr.  Griffin)  :  If  any  of  them  did,  you 
wrote  the  Department  in  question  to  thereafter 
send  them  direct  to  you,  didn't  you? 

A.     That  is  possible,  yes. 

Q.     Not  only  possible,  but  is  a  fact,  isn't  it? 

A.     It  is  possible. 

Q.  So  that  you  kept  in  your  office  in  Seattle 
these  copies  of  the  Excise  Tax  Returns  that  you 
made  out? 

A.     Certainly,  they  were  part  of  my  work. 
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Q.  And  you  kept  in  your  office  in  Seattle  the 
copies  of  the  Income  Tax  Returns  that  you  made 
out?  A.     That  is  correct. 

Q.  Mr.  Forster  obtained  his  copy,  his  wife's 
copy,  Issaquah  Creamery,  Alpine  Dairy  copies  of 
the  income  tax  returns  for  all  the  years  they  had 
been  made  [4101]  in  April,  1950,  just  before  you 
went  to  McNeil  Island  and  took  them  out  to  Issa- 
quah Creamery,  didn't  he,  for  the  first  time? 

A.  Mr.  Griffin,  my  office  had  a  special  place  for 
all  Issaquah  and  Alpine  files,  and  it  was  continu- 
ously and  always  open  to  Mr.  Forster 's  inspection 
at  any  time  he  cared  to  see  any  of  the  papers.  He 
could  have  them  at  any  time. 

Mr.  Griffin:  May  I  have  the  question  read,  if  the 
Court  please? 

The  Court:     Mr.  Reporter,  read  the  question. 
(Whereupon,   preceding   question   was   read 
by  the  reporter.) 

The  Court:  You  should  answer  that  "yes"  or 
"no,"  and  then  make  such  explanation  as  you  see  fit, 
Mr.  Taylor. 

A.  (Continuing)  Yes;  he  received  them  then 
because  they  were  all  well  arranged  and  filed  and 
placed  in  position  so  that  anyone  could  go  through 
them  year  by  year. 

Mr.  Griffin:     I  offer  A-70. 

The  Clerk:     A-90. 

Mr.  Griffin:  A-90,  pardon  me,  which  is  that 
group  just  identified. 

Mr.  LeSourd:    I  would  like  to  see  them.  [4102] 
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Mr.  Griffin:  Pardon  me.  I  simply  anticipate'] 
your  objection  and  the  ruling,  is  all. 

(Whereupon,  there  was  a  brief  pause.) 

The  Clerk:    Do  you  have  A-64? 

Mr.  Patten:  No. 

The  Court:  Is  that  the  one,  Mr.  Griffin,  you 
have  marked  on  the  examination  of  another  wit- 
ness? 

Mr.  Griffin:     Yes,  sir. 

The  Clerk:     I  have  it. 

(Whereupon,  document  was  handed  to  Mr. 
Griffin  by  the  Clerk.) 

Mr.  Griffin:  May  I  proceed  while  they  look  at 
the  other? 

The  Court:    Yes,  you  may. 

Q.  (By  Mr.  Griffin) :  Mr.  Taylor,  when  was  it 
that  you  first  met  Hans  Forster;  what  year? 

A.     It  is  my  recollection,  in  1928  or  1929. 

Q.  And  at  that  time,  where  was  Mr.  Forster  re- 
siding? A.     In  Issaquah. 

Q.    And  was  he  in  any  business? 

A.  He  was  associated  with  Mr.  Peters  in  the 
Issaquah  Creamery  Company. 

Q.  Were  you  the  accountant  at  that  time  for 
[4103]  the — were  you  Auditor  at  that  time  for  the 
Overlake  Golf  Club? 

Mr.  LeSourd:  Objected  to  as  irrelevant  and  im- 
material, and  improper  cross-examination. 

The  Court:     I  take  it  it  is  preliminary? 

Mr.  Griffin:    Yes,  sir. 

The  Court:     Objection  overruled. 
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A.  I  was  performing  a  service  for  the  Overlake 
Golf  Club.  I  was  not  the  auditor. 

Q.  Were  you  at  that  time  performing  any  serv- 
ice for  the   Issaqnah  Creamery? 

A.  I  was  performing  service  for  Mr.  Peters  \'nv 
the  Issaquah  Creamery,  yes. 

Q.  And  you  continued  in  that  service,  did  you, 
until  Mr.  Forster  acquired  Mr.  Peters'  interests 
and  the  bank's  interest  in  the  Issaquah  Creamery? 

A.  I  continued  with  them  right  through  this 
whole  period. 

Q.     What  was  the  occasion  of  your  continuing? 

A.  Just  continued,  I  guess;  nobody  discharged 
me. 

Q.  Nobody;  as  a  matter  of  fact,  that  is  the  way 
it  was,  wasn't  it?  You  were  there  performing  the 
services  you  were  then  performing  from  an  account- 
ing standpoint,  and  you  weren't  discharged,  and 
you  weren't  employed;  [4104]  you  continued  right 
on  for  the  years  that  followed ;  isn't  that  the  way  it 
happened? 

A.  Well,  I  rather  think  I  was  employed  when 
it  started. 

Q.  I  am  not  speaking  about  your  employment, 
I  am  speaking  about  the  physical  thing  that  oc- 
curred between  you  and  Mr.  Forster  at  that  time; 
you  just  continued  right  along  without  anything 
being  said  about  it,  isn't  that  correct? 

A.    Yes. 

Q.  And  you  continued  performing  the  same  serv- 
ices for  Issaquah  Creamery  then  under  the  propri- 
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etorship  and  ownership  of  Mr.  Forster  as  you  per- 
formed for  the  Issaquah  Creamery  under  Mr.  Pe- 
ters; correct?  A.     Up  until  1940,  yes. 

Q.  Did  you  make — let's  deal  with  this  matter  of 
an  audit  for  a  moment.  You  have  used  the  term  a 
great  many  times.  What  is  an  audit,  as  you  use 
that  term? 

A.  Would  you  like  me  to  explain  the  scope  of 
an  audit? 

Q.  I  want  you  to  explain  your  definition,  or 
scope,  whatever  it  may  be,  of  an  audit  as  that  term 
has  been  used  by  you  from  the  witness  stand. 

A.  There  is  quite  a  distinction  between  the  work 
[4105]  that  I  performed,  and  an  audit. 

Q.  I  am  not  asking  you  anything  about  that.  I 
am  asking  you  what  you  mean  by  the  term  "audit." 
as  you  have  used  it  from  the  witness  stand  in  this 
case. 

A.  An  audit  is  generally  a  certified  report  of 
the  condition  of  a  concern,  and  there  is  a  definite 
letter  attached  to  every  audit,  stating  the  scope  in 
which  it  followed. 

Q.  I  hand  you  Exhibit  A-64  for  identification 
and  I  will  ask  you  what  that  is? 

A.  This  is  an  audit  that  I  made  of  the  books  in 
1932. 

Q.    What  books? 

A.  The  books  of  the  Issaquah  Creamery.  The 
original  request  for  this  audit  was  made  by  Mr. 
Peters. 

Mr.  Griffin :    I  offer  A-64  for  identification. 
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Mr.  LeSourd:  In  view  of  the  testimony,  your 
Honor,  at  this  time  I  will  withdraw  the  objection 
previously  made  to  this  exhibit. 

Mr.  Moriarty :    The  Government  has  no  objection. 

The  Court:     Exhibit  A-64  may  be  admitted. 
(Defendants'  Exhibit  No.  A-64  admitted  in 
evidence.) 

Mr.  Griffin :  May  I  read  the  introduction  and  ad- 
vise the  Jury  what  the  cover  sheets  of  the  audit 
[4106]  are? 

The  Court :    You  may. 

Mr.  Griffin:  "Mr.  Hans  Forster,  President,  Issa- 
quah  Creamery  Company,  Issaquah,  Washington. 

"Dear  Sir: 

"Pursuant  to  your  request,  an  audit  report  has 
been  prepared  from  your  books  and  records.  Cash 
and  Banks,  were  reconciled  with  the  bank  state- 
ments but  certificates  were  not  requested  from  the 
bank." 

Q.  (By  Mr.  Griffiin) :  What  do  you  mean  by 
that,  Mr.  Taylor,  that  the  cash  in  the  bank  was 
reconciled  ? 

A.  As  a  rule,  in  the  scope  of  an  audit,  the  bank 
will  give  you  a  letter  as  to  the  final  balance  at  the 
close  of  a  year. 

Q.  But  you  reconciled  the  cash  shown  on  the 
books  of  the  Issaquah  Creamery  Company  with  the 
bank,  with  the  amount  of  money  in  the  bank,  didn't 
you?  A.     As  of  December  31,  1932. 

Q.    You  did  that? 

A.    I  did  that,  yes,  sir. 
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Q.    Accounts  receivable 

Mr.  Griffin:    Strike  that.  [4107] 

Q.  (By  Mr.  Griffin  continuing)  :  "Notes  receiv- 
able were  verified  and  found  to  agree  with  the  rec- 
ords." 

What  did  you  mean  by  that,  Mr.  Taylor? 

A.  The  note  account  shown  in  the  ledger  agreed 
with  the  distribution  of  the  notes. 

Q.     That  is,  you  checked  and  verified? 

A.    As  far  as  I  remember,  yes. 

I  state  so. 

Q.  "Accounts  receivable  were  reconciled  and 
all  accounts  considered  doubtful  and  uncollectible 
were  set  up  in  reserve  for  bad  and  doubtful  ac- 
counts." 

What  do  you  mean  that  the  "accounts  receivable 
were  reconciled  V 

A.  The  detail  of  the  list  of  the  various  accounts 
was  proven  to  the  total  shown  in  the  control  of  the 
accounts  receivable  ledger. 

Q.  "Inventories  were  accepted  as  presented,  but 
were  verified  as  to  accuracy  of  extension." 

What  do  you  mean  by  that? 

A.  That  is  right,  the  inventory  calculation  was 
laid  on  the  test,  and  I  tested  the  calculation  as  to 
cost  against  correctness.  I  took  one  here  and  there 
to  determine  that  they  were  reasonably  correct. 

Q.  "Milk  routes."  This  item  was  arrived  at  by 
taking  the  actual  cost  of  development  or  purchase, 
[4108]  whichever  the  case  may  have  been,  which, 
according  to  authority,  a  good  milk  route  is  valued 
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at  $3,000  so  that  our  routes  as  shown   would  have 

been  very  reasonable. 

What  do  you  mean  by  "our  routes"*? 

A.  The  routes  as  shown  on  the  ledger  page  as  to 
the  value  set  up  appeared  to  be  reasonable. 

Q.     Who  set  up  that  value? 

A.     That  was  on  the  books. 

Q.     Who  set  up  the  value? 

A.     I  wasn't  doing  the   detail   bookkeeping. 

Q.     Who  set  up  the  books  at  Tssaquah  Creamery? 

A.  The  books  were  set  up  before  I  started  work- 
ing there. 

Q.    And  when  did  you  start  working  there? 
A.     In  1928. 

Q.  "Equipment."  Shows  the  cost  of  all  equip- 
ment, in  the  opening  of  the  books  the  appraisal  was 
taken,  General  Appraisal  Company  made  up  the 
same. 

"Reserve  for  depreciation.  All  equipment  has 
been  depreciated  as  near  as  possible  to  the  Federal 
Regulations." 

What  do  you  mean  by  that? 

A.  The  Federal  Government,  or  the  Treasury 
Department,  publishes  a  form  of  depreciation,  or  a 
suggested  depreciation  rate  of  various  types  of 
equipment,  [4109]  and  in  making  this  analysis,  I 
looked  at  the  depreciation  schedule  to  see  as  much 
as  possible  that  the  general  rates  were  being  carried 
out. 

Q.     "Notes,   accounts  and  cream  check  payable 
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accounts.  Have  been  checked  to  the  books  and  found 

to  be  in  balance.  A  schedule  is  hereby  attached." 

By  that  you  mean  that  you  checked  and  recon- 
ciled the  note  accounts  and  cream  check  payable  ac- 
counts with  the  books,  didn't  you? 

A.     That  is  what  the  report  shows. 

Q.  "Creamery  Package  Company.  They  hold  six 
contracts  amounting  to  $2,602.55,  and  an  open  ac- 
count of  $9,233.24,  a  total  of  $11,875.79.  The  con- 
tracts appear  to  be  well  current,  the  open  account 
was  increased  by  the  management  with  the  under- 
standing that  it  would  be  paid  as  we  could." 

What  do  you  mean  by  "paid  as  we  could'"? 

A.     I  was  secretary  of  the  corporation. 

Q.    You  were  secretary?  A.    Yes. 

Q.     Not  acting  secretary,  you  were  secretary? 

A.  I  was  acting  secretary,  yes.  And  had  a  quali- 
fying share,  no  ownership. 

Q.  "Northwest  Condensery  Company.  Balance 
appears  on  records  as  $6,825.00,  which  is  correct." 

How  did  you  determine  that? 

A.     By  the  record. 

Q.  "Contracts  payable.  Truck,  stoker,  and  Frig- 
idaire  contracts  which  are  paid  up  to  current  date. 
See  schedule." 

"Miscellaneous.  Notes  in  the  amount  of  $2,900 
with  the  Bank  are  secured  by  King  County  war- 
rants in  the  amount  of  $3,014.19  which  is  shown 
in  Accounts  Receivable. 

"Conclusion.  Surplus  account  was  increased  in 
the  amount  of  $2,632.38  to  enter  Real  Estate  that 
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was  not  entered  on  the  books  when  they  were 
opened.  The  assets  of  $102,909.12  less  the  liabilities 
of  $52,309.80  leaving  a  capital  and  surplus  of  $50,- 
599.32  in  my  opinion  reflects  the  true  worth  of  your 
business  as  of  December  31,  1932." 

And  you  signed  "L.  Hicks  Taylor,  Public  Ac- 
countant," didn't  you? 

A.    Yes.  May  I  see  that  document  for  a  moment? 

The  Court:  Will  this  be  an  agreeable  time  for  a 
recess  ? 

Mr.  Griffin:    Yes,  your  Honor. 

The  Court:     Ladies  and  Gentlemen  of  the  Jury. 

We  will  now  take  the  mid-morning  recess,  and 
[4111]  the  Court  calls  your  attention  to  the  ad- 
monition given  on  similar  occasions  and  asks  that 
you  heed  it  on  this  occasion. 

(Whereupon,  the  Jury  retired  from  the  court 
room.) 

The  Court :    You  may  step  down. 

The  Witness:    Thank  you. 

(Whereupon,  the  witness  withdrew  from  the 
witness  chair.) 

The  Court:  Before  we  recess,  A-91,  is  there 
any  objection? 

The  Clerk:    A-90. 

The  Court:     Yes,  A-90. 

Mr.  Moriarty:  We  are  examining  it  at  this 
time,  your  Honor. 

The  Court:    You  are  examining  it? 

Mr.  Moriarty:    Yes,  we  just  received  it. 


1916  Hans  Forster  vs. 

(Testimony  of  L.  Hicks  Taylor.) 

The  Court:  All  right,  we  will  recess  for  fifteen 
minutes. 

(Whereupon,  at  10:32  o'clock  a.m.  a  recess 
was  had  in  the  within-entitled  and  numbered 
cause  until  10 :45  o  'clock  a.m.  April  16,  1954,  at 
which  time,  Counsel  and  Defendants  heretofore 
noted  being  present,  the  following  proceedings 
were  had,  to-wit:) 

The  Court:  Before  we  call  the  Jury,  I  might 
[4112]  advise  Counsel  I  have  just  filed  an  original 
and  a  copy  of  a  preliminary  draft  of  the  proposed 
instructions. 

Now,  in  filing  them,  I  don't  want  to  indicate  that 
I  will  not  consider  other  instructions. 

There  are,  particularly  as  requested  by  Defend- 
ants there  are,  several  requested  by  Mr.  Taylor  and 
Mr.  Forster — yes,  Mr.  Forster — which  I  will  hear 
argument  on,  and  particularly  I  might,  if  you  are 
interested  in  knowing  which  ones  I  would  like  to 
hear  argument  on,  I  might  tell  you  at  this  time. 

In  regard  to  Mr.  Forster,  I  will  hear  argument 
on  requested  15,  21  and  24,  which  I  take  it  involve 
the  same  matter.  22 

Mr.  Moriarty:     13,  21 

The  Court:  21  and  24  will  involve,  I  think,  the 
same  theory. 

22,  the  last  sentence.  I  think  I  have  incorporated 
the  first,  and  25. 

Both  for  and  in  response. 

And,  in  Mr.  Taylor's  requested,  22,  25,  28,  29,  30 
and  alternates,  and  34. 
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So  that  I  will  hear  discussion  on  those  at  such 
time  as  is  proper. 

I  feel  in  the  main  that  the  Government's  requests 
are  covered.  [4113] 

Mr.  Moriarty:  When  you  said  alternate  34,  that 
means  they  have 

The  Court:  (Interposing)  I  think  on  30,  there 
were  four  or  five  alternates  to  it. 

Mr.  Moriarty:     At  least  four  or  five. 

The  Court:  In  regard  to  the  motion  this  morn- 
ing, Mr.  Griffin,  I  don't  know  that  the  Court  acted 
on  it.  I  will  now  deny  it. 

Mr.  Griffin:    Very  well. 

The  Court:  In  regard  to  discussion  on  it,  today 
or  Tuesday? 

Mr.  Griffin :  I  think  Tuesday  would  be  better  to 
do  it.  All  at  once.  There  may  be  another  one  in  re- 
gard to  this  today. 

The  Court:     All  right. 

Mr.  Keesling,  I  meant  to  also  state,  you  not  hav- 
ing filed  any  requests,  any,  of  course,  that  you  may 
offer  the  Court  will  consider.  You  might  file  those 
you  think  are  not  covered. 

Mr.  Keesling:    Yes. 

The  Court:    You  may  call  the  jury. 

(Whereupon,  the  jury  was  returned  to  the 
court  room.) 

The  Court:    You  may  be  seated. 

It  is  stipulated  that  the  jury  and  all  defendants 
are  present  in  the  court  room?  [4114] 

Mr.  Moriarty :    Yes,  your  Honor. 
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Mr.  Griffin:    Yes,  your  Honor. 

Mr.  Moriarty:  Your  Honor  asked,  on  A-90,  if 
we  have  examined  A-90  and  we  have  in  the  recess 
examined  it,  I  think  Mr.  Griffin  offered  Exhibit 
A-90. 

Mr.  Griffin:    Yes. 

Mr.  Moriarty:  We  have  no  objection  to  the  ex- 
hibit. 

Mr.  Le  Sourd:  We  will  make  the  same  objection, 
your  Honor.  It  is  irrelevant  and  immaterial,  and 
improper  cross-examination. 

Mr.  Griffin:  Perhaps  your  Honor  would  like  to 
look  at  that? 

The  Court:  I  think  I  will  look  at  these,  if  I 
may. 

Mr.  Griffin :    Yes,  sir ;  and  reserve  ruling  on  it  % 

The  Court:    And  reserve  ruling  on  it. 

Mr.  Griffin:  That  is  offered  for  a  different  pur- 
pose. 

The  Court :  Yes,  I  understand  it  is  for  a  differ- 
ent purpose.  I  recall,  in  connection  with  this  case, 
are  documents  which  were  identified  and  not  called 
to  the  attention  of  the  Defendant  Forster  until 
1950,  under  the  testimony.  [4115] 

Mr.  Griffin:    Yes. 

Mr.  LeSourd:  No,  your  Honor.  Many  of  these 
documents,  the  witness  stated,  were  correspondence 
with  the  Issaquah  office,  rather  than  himself,  but 
finally  came  into  his  files.  Actually,  there  is  a  seri- 
ous problem  of  identification  on  many  of  them,  but 
he  stated  that  they  were  all  in  his  file,  eventually. 
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The  Court :  I  will  look  them  over,  but  if  there  is 
occasion  for  argument  or  discussion,  the  Court  will 
give  you  an  opportunity. 

Mr.  LeSourd:    Yes,  sir. 

Mr.  Griffin:  I  had  finished  reading  the  first  two 
pages  of  Exhibit  A-64. 

Q.  (By  Mr.  Griffin)  :  Now,  those  first  two  pages 
that  I  read,  Mr.  Taylor,  are  what  you  referred  to 
as  the  certificate  to  your  audit,  is  that  right? 

A.    Audit  report,  yes. 

Q.  The  first  sheet  is  a  balance  sheet  of  the  Issa- 
quah  Creamery  Company,  showing  assets  broken 
down  and  liabilities  broken  down,  and  referring  to 
that  sheet,  Mr.  Taylor,  which  is  the  third  sheet  of 
Exhibit  A-64  entitled  ''Balance  Sheet,"  you  pre- 
pared once  each  month  from  that  time  of  December 
31,  1932,  all  through  and  including  at  least  Decem- 
ber 31,  1949,  a  balance  sheet  [4116]  comparable  as 
to  form  and  substance  of  sheet  3  to  Exhibit  A-64, 
did  you  not? 

A.    Yes,  from  the  general  ledger,  I  prepared  it. 

Q.  And  delivered  such — when  I  say  you  pre- 
pared it,  you  prepared  and  delivered  such  a  sheet 
generally  once  each  month,  sometimes  omitting  the 
month  of  December? 

A.     No  month  was  ever  omitted. 

Q.    All  right,  once  each  month  to  Mr.  Forster? 

A.    Yes,  without  audit. 

The  Court:     Is  that  question  through  1939? 

Mr.   Griffin:     1949. 

The  Court:    1949? 
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Mr.  Griffin:     1949. 

Q.  (By  Mr.  Griffin)  :  And  did  you  submit  any 
— you  continued  forth  through  1949  during  the  first 
two  months,  did  you  not,  of  1950? 

A.  It  is  my  recollection  that  I  posted  the  books 
for  the  two  months  of  1950. 

Q.  The  fourth  page  is  entitled  "Issaquah  Cream- 
ery Company,  Profit  and  Loss,  December  31,  1932" 
and  broken  down  into  sales,  inventory,  gross  profits, 
operating  expenses  and  eventually  net  profit,  and 
including  on  that  sheet  a  percentage  breakdown;  is 
that  [4117]  correct1? 

A.     That  is  what  it  displays,  yes. 

Q.  You  continued  from  the  time  that  you  pre- 
pared A-64  to  submit  a  comparable  sheet  once  each 
month  of  profit  and  loss  of  the  Issaquah  Cream- 
ery Company  to  Mr.  Forster,  did  you  not,  eliminat- 
ing at  some  point  along  the  line  the  percentage 
breakdown  that  you  had?  A.    Yes. 

Q.     The  next  heading  is  Depreciation  Schedule. 

Who  prepared  the  Depreciation  Schedule,  Mr. 
Taylor?  That  is  composed  of  one  sheet. 

A.  It  is  my  recollection  that  I  performed  this 
service. 

Q.  The  next  are  comparative  balance  sheets  for 
January  and  December,  1932. 

From  time  to  time,  not  necessarily  monthly,  but 
from  time  to  time  thereafter,  you  prepared  and  de- 
livered to  Mr.  Forster,  did  you  not,  comparative 
balance  sheets  for  various  months  or  periods  ? 

A.     It  is  possible.  I  don't  recollect  exactly. 
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Q.  The  next  heading  are  Accounts  Payable,  con- 
listing  of  two  pages.  Did  you  prepare  those  pages 
of  Accounts  Payable,  with  the  eventual  total? 

A.    Yes,  I  prepared  these  with  this  audit. 

Q.  From  what  source  did  you  obtain  the  infor- 
mation [4118]  of  the  Accounts  Payable  ( 

A.  Mrs.  Eck,  or  Miss  Neukirchen,  and  I, 
checked  out  all  the  accounts  payable  at  the  office. 

Q.  How  do  you  mean  you  checked  out  all  the 
accounts  payable? 

A.  We  went  through  all  the  bills  and  invoices 
and  verified  them. 

Q.  And  then,  next,  is  headed,  one  sheet,  notes 
receivable,  December  31,  1932,  listing  separately  in 
amounts.  Did  you  likewise  check  through  at  the 
Issaquah  office  the  documents  from  which  you  ob- 
tained the  information  of  the  various  payees  of 
notes  payable  and  the  amounts  due? 

A.  As  I  recollect,  the  notes  themselves  were  in 
the  office,  and  that  was  the  balance  showing  at  that 
time  on  the  notes  which  agreed  with  the  general 
ledger. 

Q.     You  checked  them? 

A.    Yes,  we  checked  them. 

Q.  And  the  next  sheet  is  Notes  and  Contracts 
Payable,  and  the  same  is  true,  I  assume,  Mr.  Taylor, 
of  that  breakdown?  A.    Yes. 

Q.  And  the  next  sheet  are  Accounts  Receivable 
running  for  five  sheets,  a  breakdown  of  each  ac- 
count, is  it  not — that  is,  money  due  from  whom  and 
the  amount?  [4119] 
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A.  That  is  a  list  of  the  various  individual  debt- 
ors to  the  Issaquah  Creamery  Company. 

Q.     From  what  source  did  you  obtain  that? 

A.     From  an  accounts  receivable  ledger. 

Q.     Did  you  check  them?  A.     I  did. 

Q.  Did  you  find  them  correct  with  the  altera- 
tions that  you  have  made,  assmning  that  those  are 
alterations?  A.     That  is  probably  after. 

Q.  I  am  referring  to  pencil  notations.  And  then 
a  sheet,  route  drivers'  accounts  at  the  top,  and  a 
recapitulation  at  the  bottom  of  Accounts  Receiv- 
able, Route  Accounts,  Bad  and  Doubtful  accounts, 
and  a  total? 

A.     That  is  a  recapitulation,  yes. 

Q.  And  the  next  one,  notes  and  accounts  charged 
with  a  breakdown  of  the  name  of  the  individual  and 

the  amounts.  From  what  source  did  you 

(Whereupon,  the  witness  pointed  to  the  ex- 
hibit.) 

Q.  (Continuing)  "Notes  and  accounts  charged 
to  profit  and  loss,'7  thank  you. 

A.     That  is  correct. 

Q.  From  what  source  did  you  obtain  the  infor- 
mation? Is  that  a  write-off? 

A.     That  was  made  to  profit  and  loss,  yes. 

Q.  From  what  source  did  you  obtain  the  infor- 
mation [4120]  to  write  off  those  notes? 

A.  From  the  accounts  receivable  ledger  and  the 
note  records. 

Q.  And  then  the  next  page  is  Accounts  Receiv- 
able Recapitulation? 
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A.     (Witness  nodded  in  the  affirmative.) 

Q.  And  the  next  "Bad  and  Doubtful  Accounts, 
Depot,"  D-e-p-o-t  (spelling)?  A.     Depot. 

Q.  Broken  down;  I  assume  you  obtained  that 
same  information  from  the   records? 

A.     That  is  correct,  from  the  records. 

Q.     And  the  last  page  is  simply  a  continuation 
!  of  the  bad  and  doubtful  accounts,  depot? 

A.     That  is  what  it  appears  to  be,  yes. 

Q.  So,  as  of  December  31,  1932,  at  the  request 
of  Hans  Forster,  President,  Issaquah  Creamery 
Company,  you  prepared  this  audit,  A-64? 

A.     That  was  prepared  sometime  early  in  1933. 

Q.  And  you  continued  thereafter  to  prepare  au- 
dit reports,  did  you  not,  for  Mr.  Forster  and  the 
Issaquah  Creamery? 

A.  I  do  not  recollect  that  I  did  continue  there- 
after. 

Mr.  Griffin:  Will  you  mark  this  for  identifica- 
tion? [4121] 

The  Clerk:  Defendants'  Exhibit  No.  A-91  marked 
for  identification. 

(Defendants'  Exhibit  No.  A-91  marked  for 
identification.) 

Q.  (By  Mr.  Griffin)  :  Handing  you  Exhibit  A- 
91  for  identification,  I  will  ask  you  what  that  is? 

A.    Would  you  like  me  to  describe  this  sheet? 

Q.  Yes,  if  you  will,  please.  First,  you  under- 
stand, it  is  for  identification;  it  is  not  in  evidence. 

A.     This  is  a  document  I  prepared. 

Q.    By  "document,"  it  is  a  ten-year  period,  1938 


1924  Hans  Forster  vs. 

(Testimony  of  L.  Hicks  Taylor.) 

to  1947,  document  of  Alpine  Dairy  operations,  is  it 

not? 

A.     It  is  the  profit  and  loss  for  those  periods. 

Q.  Including  a  balance  sheet  of  Apex  Farms, 
December  31,  1947  t  A.     That  is  right. 

Q.  And  comparative  profit  and  loss  statement, 
Apex  Farms,  for  the  years  1946  and  '7? 

A.     That  is  correct. 

Q.  And  you  enclosed  it  in  that  folder  for  de- 
livery to  Mr.  Forster,  was  it? 

A.     This  was  apparently  taken  from  my  files. 

The  Court:     The  question  is,  did  you? 

The  Witness:    No. 

Mr.  Griffin:     I  offer  A-91. 

Mr.  LeSourd:  We  have  no  objection,  your  Honor. 

Mr.  Moriarty:     We  have  no  objection. 

The  Court:    A-91  may  be  admitted. 

(Defendants'  Exhibit  No.  A-91  admitted  in 
evidence.) 

Q.  (By  Mr.  Griffin) :  As  I  understand  you  to 
say,  sir,  you  did  not  enclose  this  statement  in  the 
jacket,  in  this  folder? 

A.  Those  papers  were  returned  to  me,  and  I 
enclosed  them  in  that  jacket  to  remain  in  my  files. 

Q.     When  did  you  enclose  them  in  this  jacket? 

A.    At  the  time  they  were  returned  to  me. 

Q.    When  was  that? 

A.     Probably  in  1948,  sometime. 

Q.     The  jacket  referred  to  is,  you  say,  your  files  ? 

A.  That  is  correct ;  that  is  my  cover,  one  of  mine 
that  I  had  in  my  office. 
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Q.    And  what  is  meant  by  "Auditor's  Report"? 

A.  When  I  made  a  complete  audit  of  any  set  of 
books,  or  small  set  of  books,  I  used  that  cover. 

Q.  How  many  complete  audits  have  yon  ever 
made,  Mr.  Taylor?  A.     Not  extensively. 

Q.  From  what  source  did  you  obtain  the  infor- 
mation for  Alpine  Dairy  operations,  ten  year  period, 
1938  to  1947  ? 

A.    Might  I  have  the  schedule  just  to  refresh 

Q.     (Interposing)      This   one  I 

A.    Might  I  have  it,  just  to  look  at  it? 

Q.     Surely. 

A.  To  the  best  of  my  recollection,  these  figures 
shown  here  were  taken  from  the  profit  and  loss 
statement  shown  on  the  individual  income  tax  re- 
turn of  Mr.  Forster  showing  the  Alpine  Dairy  oper- 
ations, except  the  last  one  of  February  28th,  and 
that  was  probably  taken  from  my  work  sheet. 

Q.  Did  I  understand  you  correctly  that  you 
used  the  income  tax  returns  prepared  by  you — I 
am  not  sure  that  I  did — that  you  used  the  income 
tax  returns  of  Mr.  Forster  as  prepared  by  you  to 
give  Mr.  Forster  a  ten-year  period  picturization  of 
the  Alpine  Dairy  operations? 

A.  On  each  tax  return,  I  usually  prepared  a 
profit  and  loss  statement  and  just  took  those  profit 
and  loss  statements  and  assembled  them  in  that 
ten  year  [4124]  period. 

Q.  Nothing,  then — insofar  as  Exhibit  A-91  is 
concerned,  of  this  ten-year  picturization  of  the  Al- 
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pine  Dairy  operations,  nothing  at  all  to  indicate 

whether  it  is  correct  or  not*? 

A.  It  is  taken  from  the  tax  returns,  the  profit 
and  loss  statements  shown. 

Q.  When  did  Alpine  cease  to  be  a  part  of  Issa- 
quah  Creamery,  what  year?  A.     1940. 

Q.  So  then  you  didn't  take  the  years  1938  and 
1939  from  Mr.  Forster 's  tax  returns,  did  you? 

A.  It  is  possible  that  I  took  them  from  the  Issa- 
quah  Creamery  work  sheets  for  those  first  two 
years,  but  the  Alpine  Dairy  would  have  a  profit 
and  loss  statement  separate  from  the  Issaquah 
Creamery. 

Mr.  Griffin:    Will  you  mark  this? 

The  Clerk:  Defendants'  Exhibit  A-92  marked 
for  identification. 

(Defendants'  Exhibit  A-92  marked  for  iden- 
tification.) 

Q.  (By  Mr.  Griffin)  :  Handing  you  Exhibit  A-92 
for  identification,  what  is  that? 

A.  That  is  a  balance  sheet  and  profit  and  loss 
[4125]  statement  of  the  Issaquah  Creamery  Com- 
pany, Incorporated,  as  of  December  31,  1933. 

Q.    Prepared  by  you?  A.    Yes. 

Mr.  Moriarty:     1933? 

Mr.  Griffin:    1933.  The  last  one  was  1932. 

Mr.  Moriarty:    No  objection. 

Mr.  LeSourd:  If  your  Honor  please,  this  docu- 
ment, I  completely  fail  to  see  any  relevance  or  ma- 
teriality. I  have  examined  these  other  documents 
he  was  offering  on  this  question  of  audit.  This  one 
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has  nothing  of  any  kind.  It  is  similar  in  form  to 
the  balance  sheets  and  profit  and  loss  statements 
which  were  made  for  the  years  in  question,  which 
had  no  authorization  or  signature  or  letter  attached, 
or  anything  else. 

I  fail  to  see  the  purpose  of  it,  and  object  to  it 
on  that  ground,  your  Honor. 

The  Court:  Well,  I  take  it  it  is  offered  to  show 
the  nature  of  the  work  being  done  in  a  period  which 
may  have  had  some  bearing  on  the 

Mr.  Griffin:     (Interposing)    On  the  latter  period. 

The   Court:      (Continuing)      on   what   work 

was  done  later. 

I  would  admit  it  conditionally,  and  if  [4126]  it 
would  appear  afterward  as  not  material 

Mr.  LeSourd:  (Interposing)  I  have  no  objec- 
tion as  thus  restricted,  but,  if  admitted  generally, 
it  is  admitted  for  the  purpose  of  bringing  some 
issue  up  in  the  year  1933  and  it  would  have  nothing 
to  do  with  this  case. 

The  Court:  Well,  I  think  we  will  overrule  objec- 
tion, and  if  some  testimony  comes  in  and  upon  some 
ground  it  may  be  properly  moved  against,  you  may 
make  a  motion. 

Mr.  LeSourd:     Very  well. 

The  Court:    It  may  be  admitted. 

(Defendants'  Exhibit  A-92  admitted  in  evi- 
dence.) 

Mr.  Griffin :  I  will  be  asking  questions  which  may 
reflect  on  your  Honor's  ruling. 

Q.     (By  Mr.  Griffin)  :    A-92,  the  Issaquah  Cream- 
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ery  Company  balance  sheet  for  December  31,  1933, 
and  profit  and  loss  statement  December  31,  1933,  are 
they  comparable  statements  to  that  which  you  just 
testified  to  for  the  year  1932  in  Exhibit  A-64;  is  that 
correct  % 

Mr.  LeSourd:  Objected  to.  One  is  an  audit,  and 
the  other  is  not. 

The  Court:  It  is  up  to  the  witness  to  answer 
the  question.  If  the  witness  desires  to  see  it,  he  may. 

The  Witness:     Is  there  a  question? 

Mr.  Griffin:    The  question  is: 

Q.  (By  Mr.  Griffin  continuing)  :  The  balance 
sheet  and  profit  and  loss  sheet  in  Exhibit — what  is 
it,  A-91  % — A-92,  are  comparable  to  the  balance  sheet 
and  profit  and  loss  sheet  shown  in  A-64? 

A.     They  are  comparable  in  form  only. 

Q.  In  A-64,  under  fixed  liabilities,  what  is  this 
item  of  "Hans  Forster,  $13,526"? 

Mr.  LeSourd:  Objected  to  as  irrelevant  and  im- 
material, and  not  proper  cross-examination. 

The  Court:  I  think  it  is  preliminary.  The  Court 
will  overrule  objection  at  this  time. 

I  didn't  get  the  question  as  to  the  figures,  Mr. 
Griffin. 

Mr.  LeSourd:  I  don't  see  where  this  is  prelimi- 
nary. He  is  going  back  into  some  figures  back  in 
1932  and  1933.  As  far  as  I  can  see,  it  is  utterly  im- 
material to  the  case. 

Mr.  Griffin:    Thirteen  thousand 

The  Court:  (Interposing)  It  may  be.  I  don't 
know. 
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Mr.  Griffin:     $13,526.   [4128] 

Q.  (By  Mr.  Griffin  continuing) :  What  is  that 
item,  Mr.  Taylor? 

The  Court:    That  is  A-64,  now? 

Mr.  Griffin :     Yes,  your  Honor. 

The  Witness:    Yes. 

A.  T  did  not  comment  on  it.  From  my  recollec- 
tion, it  is  possibly  undrawn  salary,  and  might  be 
some  contribution,  too. 

Q.  ("By  Mr.  Griffin) :  In  Exhibit  A-92,  what  is 
the  item  under  " Liabilities,"  "Hans  Forster  $20,- 
509.50"? 

Mr.  LeSourd:     Same  objection,  your  Honor. 

The  Court:  Well,  I  think  the  Court  will  overrule 
the  objection. 

A.  It  would  be  my  recollection  it  would  be  either 
the  undrawn  salary,  or  maybe  some  contribution  of 
money  to  the  company. 

The  Court:  I  wonder  if  it  wouldn't  be  a  little 
clearer  if  we  had  a  fuller  statement  of  what  that 
item  is  and  where  it  is  carried,  Mr.  Griffin? 

Mr.  Griffin:    You  mean  the  exhibit? 

The  Court:    In  the  exhibit,  yes. 

Mr.  Griffin :  In  A-64,  it  is  an  item  under  Liabili- 
ties, sub-item  "fixed  liabilities,"  the  last  item  under 
fixed  liabilities,  of  which  there  are  four,  and  [4129] 
Hans  Forster  is  under  fixed  liabilities. 

The  same  is  true  as  to  Exhibit  A-92,  except  there 
are  two  items  under  fixed  liabilities;  one  is  Hans 
Forster. 

Q.     (By  Mr.  Griffin)  :    From  what  book  or  record 
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in  either  1930 — at  the  end  of  1932,  or  the  end  of 
1933,  would  you  pick  up  for  entry  to  these  balance 
sheets  these  items  showing  that  Issaquah  Creamery 
owed  Hans  Forster  so  many  dollars  and  so  many 
cents  ? 

A.  The  bookkeeper  would  enter  Mr.  Forster's 
$2,000  a  month  salary  to  the  debit,  or  to  the  charge, 
of  management  salary,  and  credit  Mr.  Hans  Forster 
with  $2,000.  Then,  whatever  he  withdrew  would  be 
charged  against  that  account. 

Q.  And  that  was  an  account  where  anything  else 
he  withdrew  in  personal  items  would  be  charged, 
would  it  not? 

A.    That  would  be  possible,  yes. 

Q.  And  Mr.  Forster's  salary  in  1932  was  $2,000 
a  month?  A.     As  I  recollect,  yes. 

Q.    Which  he  did  not  draw? 

A.    Did  not  always  draw  all  of  it,  no. 

Mr.  Griffin:  Will  you  mark  this  document  for 
[4130]    identification? 

The  Clerk:  Defendants'  Exhibit  A-93  marked 
for  identification. 

(Defendants'  Exhibit  A-93  marked  for  iden- 
tification.) 

Q.  (By  Mr.  Griffin) :  Handing  you  Exhibit  A- 
93  for  identification,  what  is  that  document,  Mr. 
Taylor? 

A.  This  is  a  balance  sheet  and  profit  and  loss 
statement  and  a  comparative  increase  and  decrease 
of  balance  sheet  items,  and  I  have  listed  the  notes 
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receivable,  accounts  receivable,  and  contracts  pay- 
able in  conjunction  with  it. 

Mr.  Griffin:  That  is  for  the  year  ending  Decem- 
ber 31,  1934. 

Mr.  Moriarty:    1934,  Mr.  Griffin? 

Mr.  Griffin:     Yes. 

Mr.  Moriarty:  We  have  no  objection,  if  the 
Court  please. 

Mr.  LeSourd:    If  the  Court  please,  we  have  no 
objection  to  A-93  if  limited  to  show  the  work  Mr. 
;  Taylor  was  doing  during  this  period,  which  I  as- 
1  sume  is  the  purpose. 

The  Court:  It  may  be  introduced,  and  if  used 
for  any  particular  purpose  otherwise,  you  will  have 
to  [4131]  make  objection  as  we  proceed. 

Mr.  LeSourd:     Yes. 

The  Court:    A-93  will  be  admitted. 

(Defendants'  Exhibit  A-93  admitted  in  evi- 
dence.) 

Q.  (By  Mr.  Griffin)  :  Now,  Mr.  Taylor,  I  wish 
you  would  look  at  Exhibit  A-92,  under  accounts  re- 
ceivable, for  December  31,  1933,  and  Exhibit  A-93, 
your  comparative  statement  of  accounts  receivable, 
for  the  same  date,  and  I  will  ask  you  if  your  bal- 
ance sheet  of  A-92  does  not  show  accoimts  receiv- 
able, $836.96— $18,360.96? 

Mr.  LeSourd:    Is  that  the  end  of  the  question? 

Mr.  Griffin :    That  is  the  end  of  the  first  question. 

Mr.  LeSourd:  I  will  object  on  the  ground,  your 
Honor,  it  is  irrelevant  and  immaterial  and  improper 
cross-examination. 
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The  Court:  I  take  it  again  it  is  preliminary.  It 
may  not  be.  The  Court  will  have  to  overrule  the  ob- 
jection, and  consider  a  motion  to  strike,  if  there  is 
one. 

Q.  (By  Mr.  Griffin  continuing)  The  item  is 
$18,360.96,  is  that  correct?   [4132] 

A.  I  don't  see  any  figure  that  compares  with 
that  anywhere. 

(Whereupon,  Mr.  Griffin  indicated  a  place  in 
the  exhibit.) 

Q.  The  accounts  receivable,  Mr.  Taylor,  as 
shown  by  you  in  1933  are  in  what  amount? 

A.     $20,444.00. 

Q.  Yes,  sir;  what  are  they  for  the  same  time, 
as  you  have  made  a  comparative  statement,  in  Ex- 
hibit A-92? 

Mr.  LeSourd:     Same  objection,  your  Honor. 

Q.  (By  Mr.  Griffin  continuing)  :  They  are  $18,- 
360.96,  aren't  they? 

Mr.  LeSourd:  Just  a  moment.  They  ask  two 
questions.  A-92  and  1933  are  for  the  same  year.  I 
am  a  little  confused. 

Mr.  Griffin:  I  don't  wonder.  I  will  withdraw  the 
question  and  get  back  on  these  exhibits. 

Q.  (By  Mr.  Griffin  continuing)  :  The  year — 
A-92,  the  year  1933,  the  accounts  receivable,  you 
show  them  $20,444,  is  that  correct? 

A.     That  is  a  combined  accounts  receivable,  yes. 

Q.  In  A-93  for  the  year  1934  in  your  compara- 
tive [4133]  statement,  you  show  that  same  item, 
$18,360.96,  for  the  year  1933,  don't  you? 
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A.  It  is  possible  there  was  an  adjustment.  I 
don't  know.  I  can't  recollect  back  all  that  length 
of  time  and  tell  you. 

Q.  I  am  just  asking  you  to  look  at  the  two  docu- 
ments, sir. 

A.  They  are  not  comparative  in  any  way.  You 
can't  make  a  comparison. 

Q.     Oh,    you    can't?  A.     You    can't. 

Mr.  LeSourd:  Your  Honor,  I  would  like  at  this 
time  to  again  raise  my  objection  and  move  to  strike 
this  testimony.  We  are  getting  so  far  afield  here  in 
comparing  particular  items  in  1933  and  1934  we 
could  go  on  for  six  months  on  this.  I  think  it  is 
entirely  improper. 

The  Court:  It  could  be.  I  will  have  to  proceed 
here,  and  the  Court,  after  we  have  concluded  the 
session,  next  Tuesday,  will  consider  the  motion,  if 
you  wish,  Mr.  LeSourd.  You  may  proceed.  Objec- 
tion overruled.  The  motion  is  denied  at  this  time, 
subject  to  your  urging  it  again,  if  yon  wish. 

Q.  (By  Mr.  Griffin):  Mr.  Taylor,  in  Exhibit 
A-92,  for  the  year  1933,  [4134]  you  have  written, 
have  you  not,  accounts  receivable,  $20,444  as  of 
December  31,  1933? 

A.     That  is  on  the  paper  there,  yes. 

Q.  In  Exhibit  A-93,  for  the  year  1934.  entitled 
Comparative  Balance  Sheet,  January  1,  1934,  which 
would  be  December  31,  1933,  would  it  not? 

Mr.  LeSourd:  Object  to  that  assumption,  your 
Honor.  January  1st  is  not  December  31st.  There 
may  be  year-end  adjustments. 
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Mr.  Griffin:    That  is  correct. 

Q.  (By  Mr.  Griffin  continuing)  :  In  accounting, 
is  it  not  that  the  December  31st  balance  is  the  start- 
ing balance  for  January  1st? 

A.    It  would  depend  upon  the  circumstances. 

Q.  Would  it  depend  on  whether  you  charged 
something  off  to  equipment?  That  is  what  I  am 
getting  at. 

Mr.  LeSourd:     Object  to  the  question. 

Mr.  Griffin:  That  is  the  question.  That  is  where 
we  are  leading,  if  the  Court  please. 

Mr.  LeSourd:  Object  to  the  question  and  it  is 
irrelevant  and  immaterial,  and  improper  cross-ex- 
amination. 

The  Court:  The  first  question  was  a  general 
question.  The  question  now  is  a  specific  question,  is 
that  correct?  [4135] 

Mr.  Griffin:  Yes,  your  Honor.  I  will  withdraw 
both  of  them  and  start  over,  if  I  may. 

Q.  (By  Mr.  Griffin)  :  Is  the  starting  balance  of 
January  1st,  in  accounting  practice,  of  any  year, 
the  closing  balance  of  December  31st  of  the  previ- 
ous year? 

A.    Yes,  we  will  agree  with  you. 

Q.  All  right;  so  that,  in  Exhibit  A-92  the  cash 
balance,  December  31st,  1933,  is  $1,023.95,  isn't  it? 

A.     That  is  correct. 

Q.  And  in  your  comparative  statement  is  the 
identical   cash   shown  January  1,   1934? 

A.     That  is  correct. 

Mr.  LeSourd:    If  the  Court  please,  will  the  rec- 
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ord  show  our  continuing  objection  to  all  these  ques- 
tions without  having  to  raise  it  each  time  on  the 
same  ground  ?  It  is  improper  cross-examination  and 
irrelevant  and  immaterial. 

The  Court:  Are  you  addressing  your  objection  to 
these  specific  items  in  these  several  exhibits? 

Mr.  LeSourd:  To  this  line  of  questioning  on 
these  items  back  in  1933. 

The  Court:  The  record  may  show  the  objection 
without  being  specifically  made.  [4136] 

Mr.  Griffin:  Yes,  your  Honor.  Back  to  the  ques- 
tion: 

Q.  (By  Mr.  Griffin)  :  As  to  cash  and  notes  re- 
ceivable, those  two  items  in  your  comparative  state- 
ment are  identical,  aren't  they? 

A.     That  is  correct. 

Q.  Your  third  item  in  Exhibit  A-92  for  the  year 
1943  is  accounts  receivable,  $20,444? 

A.    That  is  correct. 

Q.  The  accounts  receivable  item  in  Exhibit  A-93 
is  what? 

A.  It  is  $5,426.00  and  $12,934.96  on  a  schedule 
that  is  completely  foreign  from  this.  They  are  not 
comparative  in  any  way.  You  cannot  compare  this 
statement  with  that  statement,  because  they  are  not 
made  out  similar,  and  you  must  have  statements  of 
a  similar  nature  to  check  back  and  forth. 

Q.     I  thought 

A.  (Interposing)  No,  they  are  not  the  same. 
This  is  a  balance  sheet.  This  is  a  comparative  figure. 
There  may  be  adjustment. 
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Q.     By  that 

A.  (Interposing)  I  mean  that  the  two  cannot 
be  compared.  You  must  have  this  same  type  of  a 
statement  in  [4137]  both  periods  to  compare  them. 

Q.    A-93 

A.  (Interposing)  That  was  a  comparative  state- 
ment. This  is  not.  This  is  a  straight  balance  sheet 
with  all  the  accumulated  accounts  receivable  shown 
in  one  item. 

Q.  You  supplied  Exhibit  A-93  to  Hans  Forster 
so  that  he  could  compare  the  balance  sheet  of  1933 
with  the  balance  sheet  of  1934,  didn't  you? 

A.  Mr.  Griffin,  you  have  heard  testimony  here  of 
Mr.  Beadon  Hall,  have  you  not,  and  this  was  pre- 
pared at  the  special  request  of  Mr.  Beadon  Hall  for 
the  bank  at  Issaquah. 

Q.    Delivered  to  Mr.  Forster? 

The  Court:  When  you  say  "this,"  you  are  speak- 
ing of  which  one? 

The  Witness:  You  have  on  Exhibit  A-93  there 
what  we  call  a  comparative  balance  sheet  showing 
the  increase  and  decrease  of  assets  during  the  year 
at  the  closing  of  the  year.  Here  we  have  just  the 
balance  sheet  that  shows  a  total  of  all  accounts  re- 
ceivable. It  is  not  the  same  form  at  all,  the  two. 

Q.  (By  Mr.  Griffin):  Mr.  Taylor,  A-93  is  a 
comparative  balance  sheet  of  Issaquah  Creamery 
Company,  headed  by  you,  [4138]  "Comparative  Bal- 
ance Sheet,  as  between  January  1,  1934  and  Decem- 
ber 31,  1934,"  isn't  it?  A.     That  is  correct. 
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Q.  The  first  item  on  that  sheet  of  current  assets 
is  the  same  identical  item  as  on  A-92,  cash,  and 
the  amount  you  have  testified  to,  isn't  il  i 

A.    Yes,  it  agrees. 

Q.    And  the  second  is  notes  receivable,  and  the 
amounts  you  have  testified  to,  isn't  it? 
A.    Yes. 

Mr.  Moriarty:  Object  to  the  form  of  the  question 
as  argumentative,  if  the  Court  please. 

Mr.  LeSourd:    Also,  your  Honor,  I  will  object. 

The  Court:     Objection  overruled. 

Q.  (By  Mr.  Griffin)  :  And  the  third  item,  Mr. 
Taylor,  in  these  two  sheets  are  accounts  receivable, 
aren't  they? 

A.     There  are  two  items  of  accounts  receivable. 

Q.  You  would  combine  them  for  accoimts  receiv- 
able, could  you  not? 

A.  There  could  be  another  account  in  another 
place  that  is  an  accounts  receivable  to  make  a  com- 
parative statement.  This  is  an  analysis  of  what  we 
call  accounts  receivable.  This  is  a  breakdown  to 
show  increase.  They  are  two  distinct  and  separate 
statements  that  tell  a  [4139]  different  story. 

Q.  And  it  was  a  separate  and  different  story 
through  all  these  years  in  these  statements  that  you 
were  making  that  you  were  telling  Hans  Forster, 
wasn't  it? 

Mr.  LeSourd:  Object  to  the  form  of  the  question. 

The  Court :    Objection  sustained. 
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Q.  (By  Mr.  Griffin  continuing)  :  I  go  back  to 
my  question,  sir,  under  your  answer: 

The  accounts  receivable  for  December  31,  1933, 
were  $20,444  as  you  have  written  it,  is  that  correct, 
still? 

A.  That  is  the  accumulation  of  the  accounts  re- 
ceivable at  the  end  of  that  year. 

Q.  In  the  comparative  statement,  you  put  down 
accounts  receivable  approximately  two  thousand 
dollars  less,  don't  you? 

A.  No,  there  is  no  disagreement  in  the  accounts 
receivable.  If  the  work  sheets  were  here,  I  could 
show  you. 

Q.  Now,  whether  you  had  work  sheets  or  not, 
before  you,  would  you  say  that  for  the  year  ending 
1933  you  show  warrants  $4,767.01  f 

A.     Sure,  it  is  there. 

Q.  And  for  the  same  identical  date  on  your 
[4140]  comparative  statements,  you  show  these 
same  identical  warrants,  $3,767.01,  don't  you? 

A.     Sure. 

Q.  Why  the  discrepancy  between  city  warrants 
or  county  warrants  for  the  same  date? 

A.  Mister,  when  you  have  figures  to  work  out 
for  comparative  purposes,  many  times  you  shift  fig- 
ures out  of  one  account  to  another  to  determine 
some  information  you  want,  and  that  was  what  ap- 
parently has  been  done,  but  I  cannot  tell  you  with- 
out the  records  to  check  it  back.  I  don't  remember 
from  1933  whether  he  had  two  dollars  or  ten  dol- 
lars. 
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Q.  Isn't  the  purpose  of  a  set  of  books  and  of 
accounting  not  to  get  something  that  you  want,  but 
to  get  the  facts'? 

Mr.  LeSourd:    Objected  to  as  argumentative. 

Mr.  Griffin:     Well 

A.    Apparently,  Mister 


Mr.  LeSourd:  Just  a  moment.  Was  there  a  rul- 
ing? 

The  Court:  No,  I  didn't  rule.  It  would  appear 
to  me  that  the  question  is  argumentative  and  im- 
material, is  it  not? 

Q.  (By  Mr.  Griffin) :  What  is  the  purpose  of  a 
set  of  books  kept  by  [4141]  a  firm  or  an  individual? 

A.     To  determine  their  condition  at  all  times. 

Q.  And  among  other  things,  so  that  they  can 
make  a  true  determination  of  income  and  tax  pay- 
able to  the  United  States  Government,  isn't  it? 

A.  Providing  all  people  cooperate  in  the  de- 
velopment of  those  books. 

Q.  And  you  have  suggested  a  moment  ago  in 
your  answer  that  perhaps  this  was  done  to  get 
something  that  you  wanted  in  regard  to  this  differ- 
ence in  warrants. 

Mr.  LeSourd:     Objection. 

Q.  (By  Mr.  Griffin  continuing) :  What  could 
you  want  for  Hans  Forster  except  the  actual  facts  ? 

Mr.  LeSourd:  Object  to  the  form  of  the  ques- 
tion; an  assumption  of  facts  and  argumentative. 

The  Court:  I  believe  he  is  referring  back  to  an 
answer  given  in  explanation. 
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Mr.  Griffin:    Yes,  sir. 

The  Court:    You  may  answer. 

A.  We  were  trying  to  analyze  our  figures  for 
Mr.  Beadon  Hall. 

Q.  (By  Mr.  Griffin) :  The  accounts  payable — I 
suggest  this  first:  [4142] 

Mr.  Moriarty:  Referring  to  what  exhibit,  Mr. 
Griffin? 

Mr.  Griffin:  I  withdraw  that  question,  and  I  am 
starting  over. 

Mr.  Moriarty:  What  exhibit  are  you  holding  so 
that  we  will  know? 

Q.  (By  Mr.  Griffin)  :  In  A-92,  Mr.  Taylor,  Ac- 
counts Payable  as  prepared  by  you  for  December 
31,  1933,  are  $25,278.32,  are  they  not? 

A.  On  this  particular  report  on  Exhibit  A-92, 
yes. 

Q.  And  on  A-93,  and  I  understand  now  you  say 
that  you  prepared  A-93  for  a  banker,  is  that  right? 

A.    At  his  request,  yes. 

Q.  Instead  of  your  showing  the  accounts  pay- 
able by  Issaquah  Creamery  Company  at  $25,278.32, 
you  showed  accounts  payable  only  of  $9,546.55, 
didn't  you? 

A.    Mr.  Griffin,  did  you 

Q.     (Interposing)     Is  that  what  you  show? 

A.  I  am  referring  to  this  statement.  It  shows 
accounts  payable  $9,546.55,  milk  drafts  payable, 
$7,045.61,  and  it  shows  other  accounts,  other  con- 
tracts, that  are  all  shown  on  this  accounts  payable 
to  make  them  [4143]  $25,000. 
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Q.    Are  you  sure  of  that,  are  you? 

A.  They  arc  in  there.  This  was  made  from  the 
books,  and  the  ledger,  and  they  will  prove  out,  and 
if  he  will  bring  the  books  and  ledger  here,  we  will 
prove  them  out  for  you. 

Q.     From  the  books? 

A.  And  the  ledger  and  work  sheets  can  be 
proven,  every  point  of  it. 

Q.  What  books  did  you  use  other  than  your 
ledger? 

A.     I  used  the  ledger  in  preparing  that,  yes. 

Q.  Did  you  deliver  a  copy  of  Exhibit  A-93  to 
Mr.  Forster,  this  comparative  balance  sheet? 

A.  It  was  delivered  to  him,  and  Mr.  Forster  and 
I  discussed  it  with  Mr.  Beadon  Hall. 

Q.     For  the  purpose  of  a  loan,  was  it? 

A.  It  was  for  the  purpose  of  financing  Mr.  Fors- 
ter through  that  critical  period  as  Mr.  Beadon  Hall 
referred  to. 

Q.  Would  that  account  in  part  for  the  fact  that 
the  one  statement  delivered  to  the  Bank,  the  ac- 
counts payable  were  $9,546.55  and  on  the  same  date, 
you  show  accounts  payable  $25,278.32? 

Mr.  LeSourd:  Your  Honor,  I  will  object  to  this. 
The  witness  read  from  this  exhibit  a  number  of 
other  [4144]  accounts  payable.  One  of  these  exhibits 
are  broken  down  into  separate  items,  and  in  the 
other,  they  are  in  a  lump  sum  and  with  Counsel's 
presentation,  it  is  asking  an  improper  question  or 
making  an  assumption  improper  to  the  exhibit. 

The  Court:    Well,  the  Court  will  discontinue  for 
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the  day,  and  will  reserve  the  question  and  the  ruling. 

Ladies  and  Gentlemen  of  the  Jury: 

We  will  now  recess  until  Tuesday,  at  ten  o'clock. 
The  Court  calls  your  attention  again  to  the  ad- 
monition given  you  on  the  occasion  of  the  week-end 
recess,  and  you  are  to  be  cautious  not  to  confer 
among  yourselves  or  with  anyone  on  the  outside  re- 
garding any  matters  that  may  relate  to  the  merits 
of  this  case,  and  be  cautious  you  do  not  read  news 
accounts  or  listen  to  newscasts  that  may  relate  to  this 
case  or  any  matters  involved  therein.  So  that,  if  you 
will,  bear  that  caution  in  mind.  Be  cautious  likewise 
not  to  make  any  conclusions  or  arrive  at  any  con- 
clusions in  regard  to  the  merits  of  this  case  until 
it  is  finally  submitted  to  you  for  your  verdict. 

You  will  now  be  excused  until  Tuesday  at  ten 
o'clock. 

(Whereupon,  the  Jury  retired  from  the  court- 
room.)   [4145] 

The  Court :  It  is  stipulated  the  Jury  have  left  the 
courtroom  ? 

Mr.  Griffin:    Yes,  your  Honor. 

The  Court:  On  this  line  of  questioning,  on  Mon- 
day— or  Tuesday,  rather,  if  Counsel  wish  to  state 
the  purpose.  I  take  it,  ordinarily,  in  this  type  of 
examination,  the  Court  would  not  ask  Counsel  to 
state  the  purpose.  We  have  gone  a  long  ways  here, 
and  there  is  some  indication  it  may  be  subject  to 
some  statement  or  purpose. 

Mr.  Griffin:    Yes,  your  Honor. 

The  Court:  And  so,  when  we  take  up  again,  we 
will  go  into  that. 
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Mr.  LeSourd:  May  I  say  to  the  Court  that  this 
entire  matter  of  going  into  these  completely  ir- 
relevant things,  and  particularly  with  the  manner 
of  questioning,  if  the  manner  of  questioning,  which 
I  think  is  highly  prejudicial,  were  done  by  the 
United  States  Attorney,  I  think  it  would  clearly 
subject  this  case  to  a  mis-trial,  and  since  Mr.  Griffin 
is  in  effect  prosecuting  this  defendant,  I  am  going 
to  take  the  position  that  it  is  just  as  if  the  United 
States  Attorney  were  going  into  this  line  of  ques- 
tioning, and  I  am  going  to  move  for  a  mis-trial, 
your  Honor,  if  it  persists. 

Mr.  Moriarty:  We  refuse  to  accept  the  nomina- 
tion. [4146-47] 


***** 


The  Court:    Mr.  Griffin,  do  you  have  a  matter? 

Mr.  Griffin:  Your  Honor  desired  me  to  make  a 
statement  as  to  the  purpose  of  this  line  of  exhibits. 

The  Court:  Particularly,  I  had  in  mind  the  pur- 
pose of  not  the  exhibits,  but  particularly  the  line 
of  examination  with  relation  to  the  particular  fig- 
ures that  were  gone  into  apart  from  the  drawing 
account.  That  was  the  only  matter. 

Mr.  Griffin :  The  purpose  of  that,  the  materiality 
of  it  and  purpose  of  it,  which  will  become  quite  evi- 
dent as  I  proceed,  if  permitted  so  to  do,  is  this: 
notwithstanding  the  statement  of  Counsel  as  to  my 
cross-examination  of  Mr.  Taylor  as  to  a  matter  of 
guilt,  while  my  personal  view  is  of  no  importance, 
I  have  no  thought  that  Mr.  Taylor  was  in  reality 
consciously  cognizant  of  what  he  was  doing,  or  that 
he  was  consciously  endeavoring  to  assist  in  evading 
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income  taxes  insofar  as  Mr.  Forster  was  concerned, 
but  the  things  that  he  did  reached  that  result,  and 
our  defense  in  this  case,  of  course,  is  the  reliance 
upon  Mr.  Taylor,  and  that  the  faulty  bookkeeping 
on  his  part  caused  this  situation.  Now,  then:  these 
statements  that  I  am  using  meet  this  situation.  They 
show  precisely  [4156]  what  Taylor  did.  They  show, 
as  we  proceed,  how  he  did  it  and  not  as  stated  by 
him.  They  show  on  their  face  the  pattern  of  the 
accounting  that  he  rendered  to  Mr.  Forster,  and 
they  show  on  their  face,  the  inconsistencies  between 
one  month  and  another,  in  one  year,  and  the  later 
year. 

They  show  on  their  face,  other  inconsistencies 
between  the  same  statements  for  the  same  month, 
and  the  same  year-end  statements  supplied  to  Mr. 
Forster  in  the  very  statements  themselves,  and  that 
is  why  I  am  going  into  those  figures.  They  were 
apparently  picked  out  of  the  air. 

For  example:  Take  cash.  Two  statements  for  the 
same  period.  One  will  show  a  substantial  plus  cash, 
and  the  other,  minus  cash — overdrafts. 

I  am  using  those,  without  going  into  further 
detail,  unless  you  want  me  to. 

The  Court:    No. 

Mr.  Griffin:  To  how  just  what  he  was  doing 
and  what  he  gave  Forster,  and  I  propose  to  argue 
eventually  from  that,  and  if  Forster  had  been — 
had  known  anything  about  accounting,  this  thing 
would  have  been  picked  up  years  before,  because  in 
the  Indictment  period,  we  have  the  same  situation; 
no  conversation  because  the  pattern  was  laid  before, 


United  States  of  America  1945 

and  it  just  took  [4157]  its  natural  course.  That  is 
the  purpose  of  it.  It  will  no1  be  too  Long.  Jt  will 
take  about  a  period  to  go  through  the  real  of  tl 
down  to  the  ones  in  evidence. 

The  Court :    Mr.  LeSourd? 

Mr.  LeSourd:  If  the  Court  please,  I  would  like 
to  take  a  moment  to  outline  what  we  feel  are  the 
issues  in  the  case,  and  what  we  feel  is  the  per- 
missible scope  of  evidence,  relevant  evidence,  in  this 
case,  and  particularly  under  direct  examination. 

It  seems  to  me  that  this  case  comes  down  to  some 
very  easily  definable  issues.  The  evidence  of  the 
Government  shows  in  the  first  place,  receipts  in  sub- 
stantial number,  both  checks  and  cash,  which  came 
into  Issaquah  and  were  not  recorded  on  the  books 
and  were  put  in  a  savings  account. 

Now,  that  is  one  sharply  defined  issue  in  the  case. 

Another  one  are  personal  expenditures  by  Mr. 
Forster  paid  by  business  checks  and  charged  to 
business  expense.  There  is  another  sharply  defined 
issue  in  this  case. 

Then,  in  addition,  there  are  several  issues  in- 
volving subsidiary  companies — the  Renton  Ice  sal- 
ary payments, — there  is  the  Finstad  and  Utgard 
transaction  [4158]  involving  payments  to  Mrs.  Fin- 
stad, and  there  is  the  Simonson  and  Forster  $100 
checks  in  1948  and  1949. 

Those  are  sharply  defined  issues,  and  in  reality, 
that  is  what  the  case  is  all  about.  That  is  what  the 
Government's  case  comes  down  to. 

We  have  put  Mr.  Taylor  on  the  stand,  and  he 
has  testified  on  each  of  those  direct  issues,  but  here, 
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we  are  going  into  a  matter  of  figures  for  other 
years,  and  in  Mr.  Goran's  testimony,  Mr.  Griffin 
went  into  the  matter  of  all  sorts  of  accounting  fig- 
ures, both  monthly  as  well  as  year-end,  in  the  period 
covered  by  the  Indictment,  all  of  which  your  Honor 
has  nothing  to  do  with  the  direct  issues  in  the  case, 
and  if  we  try  to  compare  back  in  1933  one  state- 
ment with  another,  that  is  twenty  years  ago.  There 
may  have  been  a  myriad  of  adjustments  that  would 
cause  the  difference  in  two  different  statements  re- 
flecting a  situation  as  of  that  period,  and  if  we  are 
required  to  try  to  resurrect  all  sorts  of  accounting 
adjustments  not  in  this  issue  whatsoever,  and  in 
reality  have  no  direct  bearing  on  who  was  respon- 
sible for  not  putting  these  receipts  in  the  books,  we 
may  be  here  some  time  on  it,  and  I  don't  like  to 
continually  object  to  the  evidence  going  in,  your 
Honor.  It  is  not  something  that  is  good  for  my  posi- 
tion before  the  Jury,  but  I  feel  the  thing  has  gone 
to  such  a  [4159]  wide  scope  that  it  is  entirely  im- 
proper, either  as  cross-examination  of  as  relevant 
to  the  case  as  a  whole. 

The  Court :  Well,  as  I  have  indicated  before,  and 
I  believe,  as  all  Counsel  realize,  the  issue  in  this 
case,  as  it  will  go  to  the  Jury,  is  essentially  one  of 
knowledge  and  intent  on  the  part  of  the  Defendants. 

The  failure  to  pay  tax,  the  fact  that  there  was 
an  amount  due,  that  was  not  paid,  you  might  say, 
is  conceded.  I  don't  think  there  is  any  question 
about  that.  The  issue  now  then  is:  Did  these  De- 
fendants individually,  Mr.  Forster,  Mr.  Taylor  and 


United  States  of  America  1947 

Mr.  Erickson,  have  knowledge,  or  should  have 
Jmowledge? 

Mr.  LeSourd:  Your  Honor,  they  can't  be  con- 
viHcd  just  for  "should  have  knowledge." 

The  Court:    Have  intent. 

Mr.  LeSourd:    Yes. 

The  Court:  80  that,  therefore,  all  this  is  going 
in  on  that  issue,  and,  of  course,  there  is  a  limit  to 
the  extent  which  the  Court  should  permit  either 
direct  or  cross-examination  with  respect  to  that 
issue. 

It  has  been  my  belief,  in  ruling  on  these  exhibits 
and  on  certain  questions  as  they  are  put,  that  in 
connection  with  Mr.  Taylor's  cross-examination 
that  he,  [4160]  having  testified,  and  the  record  hav- 
ing shown  that  he  represented  these  companies  as 
an  accountant,  or  in  some  capacity  with  the  books, 
and  as  an  officer  from  1928  on,  that  some  examina- 
tion is  permissible  covering  that. 

Now,  the  problem  that  was  bothering  me  at  the 
close  on  Friday  was  not  the  general  showing,  but 
the  specific  items  when  they  came  to  accounts  pay- 
able or  accounts  receivable,  I  believe,  as  they  were 
covered. 

When  the  issue  of  knowledge  and  intent  is  so  im- 
portant in  this  case,  I  feel  that  the  Court  must 
go  farther  than  might  otherwise  be  advisable,  par- 
ticularly in  view  of  the  position  of  the  Defendant 
in  this  case.  Therefore,  I  have  permitted  and  ruled 
on  evidence  as  it  has  been  offered,  with  that  thought 
in  mind.  I  have  stated  my  position  generally,  and  I 
don't  know  that  I  can  make  any  further  statement, 
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and  Counsel  will  have  to  proceed  as  they  see  fit  as 
we  go  ahead. 

I  don't  know,  is  there  any  further  question 
Counsel  wishes  to  put  as  to  the  Court's  view,  admit- 
ting that  you  do  not  agree  with  it,  perhaps — con- 
ceding that? 

Mr.  Moriarty:  I  think,  if  the  Court  please, 
[4161]  there  should  be  some  limitation  on  these 
isolated  instances  of  the  Excise  Tax  Returns,  and 
other  things  that  Mr.  Taylor  may  have  signed  in 
the  past  as  Auditor  in  view  of  Mr.  LeSourd's  stipu- 
lation. 

The  Court:  I  think  I  have  ruled  on  a  number 
of  those. 

Mr.  Griffin:  I  am  sufficiently  satisfied  with  the 
auditor  ruling  of  the  Court,  and  I  do  not  intend  to 
make  any  offer  of  proof  in  that  particular,  except 
that  the  usual  exceptions  to  the  refusal  of  the  docu- 
ments is  all,  because  I  think  it  is  covered.  [4162] 
***** 

L.  HICKS  TAYLOR 

upon  being  recalled  as  a  witness  for  and  on  behalf 
of  the  Defendant  Taylor,  and  having  been  previ- 
ously duly  sworn,  testified  as  follows: 

Cross  Examination 

The  Court :  I  believe  the  record  shows  a  question 
and  objection.  Do  you  wish  to  strike  that,  Mr.  Grif- 
fin, and  restate  it  1 

Mr.  Griffin :  Yes,  I  will  drop  that  particular  one, 
and  proceed  with  another  exhibit,  if  the  Court 
please. 
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Will  you  mark  that? 

The  Clerk:  Defendants'  Exhibit  A-94  marked 
for  identification. 

(Defendants'  Exhibit  No.  A-94  marked  for 
identification.) 

Q.  (By  Mr.  Griffin) :  Mr.  Taylor,  did  you  pre- 
pare these  balance  sheets,  profit  and  loss  statements, 
for  Mr.  Forster  or  Issaquah  Creamery  with  any 
more  care  when  you  were  delivering  same  to  a  bank 
than  you  did  when  delivering  to  Mr.  Forster  only? 

A.     May  I  look  at  that  work  sheet,  please? 

Q.  I  am  just  asking  the  general  question  at  the 
present  time.  [4165] 

A.    The  care  was  the  same  at  all  times. 

Q.  Thank  you;  handing  you  Exhibit  A-94  for 
identification,  I  will  ask  you  if  this  is  the  balance 
sheet,  profit  and  loss,  and  so  on,  for  November, 
1935? 

Mr.  LeSourd:    What  organization,  Mr.  Griffin? 

Mr.  Griffin:    Issaquah  Creamery. 

A.     Yes,  I  prepared  those. 

Q.     (By  Mr.  Griffin) :    And  is  this  your  writing: 

"Given  to  Issaquah  State  Bank,  December  30, 
1935"?  A.     That  is  correct. 

Mr.  Griffin:    A-65  and  A-66,  please. 

(Whereupon,    exhibits   were   handed   to   Mr. 
Griffin  by  the  Clerk.) 

Mr.  LeSourd:  If  your  Honor  please,  we  make 
the  same  objection,  that  it  is  completely  irrelevant 
and  immaterial  and  improper  cross-examination. 

Here  is  a  month-end  statement  back  in  1935. 

The  Court:     Objection  overruled. 
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(Defendants'  Exhibit  A-94  admitted  in  evi- 
dence.) 

The  Court:  (Continuing)  I  believe  at  this  time 
I  will  advise  the  Jury  that  in  connection  with  cer- 
tain testimony  that  is  now  coming  in,  certain  [4166] 
exhibits,  these  are  not  to  be  considered  by  the  Jury 
as  having  any  bearing  on  the  issue  of  tax  evasion  in 
the — insofar  as  tax  is  involved  in  the  years  in- 
volved, namely  for  the  years  1945  to  1949,  inclu- 
sive. They  are  to  be  considered,  if  they  have  any 
bearing,  if  the  Jury  so  finds,  insofar  as  it  may 
relate  to  knowledge  and  intent  of  the  parties  inso- 
far as  the  circumstances  of  the  transactions  covered 
by  the  evidence  may  have  some  relationship  upon 
knowledge  and  intent  for  the  years  involved. 
Whether  they  do  or  not  is  a  matter  for  the  Jury 
to  determine. 

Mr.  LeSourd:  If  the  Court  please,  I  wish  the 
record  to  show  our  objection  to  the  statement  of 
the  Court  in  implying  that  there  could  conceivably 
be  any  relationship  in  these  documents  to  knowledge 
and  intent  in  the  years  here  involved  whatsoever. 
We  feel  it  is  improper  and  we  wish  the  record 
clearly  to  show  our  objection  to  such  a  statement. 

The  Court:  The  Court  will  say  for  the  record 
that  if  Counsel  believes  the  Court  has  misstated 
the  law  and  wishes  to  submit  what  he  conceives  to 
be  the  proper  statement  of  the  law  you  may  sub- 
mit the  instruction  and  the  Court  will  consider  it. 

The  Court  does  not  indicate  that  these  [4167] 
matters  do  have  any — necessarily  have  any — bear- 
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ing,  but  they  may  have,  in  determining  what  the 
circumstances  were,  what  the  practices  were  in  the 
yearly  years,  as  between  Mr.  Taylor  and  Mr.  For- 
ster,  and  his  companies.  They  may  establish,  if  you 
so  find,  a  course  of  transactions  or  accounting  pro- 
cedures or  relationships  that  in  some  way  may  have 
a  bearing  on  the  issue  of  intent  or  knowledge. 

I  don't  want  you  to  think  that  the  Court's  com- 
ment on  that  is  in  any  way  binding  upon  you  as 
to  what  your  finding  shall  be  from  the  evidence.  I 
merely  advise  you  so  that  it  may  be  of  some  help 
to  you  in  understanding  why  it  is  being  permitted. 

Mr.  LeSourd:  I  wish  the  record  to  show  our 
objection  to  the  further  remark  on  the  same 
grounds. 

The  Court:     The  record  may  so  show. 

Q.  (By  Mr.  Griffin)  :  Exhibit  A-94,  Mr.  Taylor, 
you  prepared  this  and  made  the  memorandum  that 
you  delivered  it  to  the  Issaquah  State  Bank,  Decem- 
ber 30,  1935? 

A.  That  is  the  notation  made  at  the  top  of  this 
form,  yes. 

Q.  That  includes  balance  sheets  and  profit  and 
loss  statements,  that  exhibit,  doesn't  it?  [4168] 

A.    It  does  not. 

Q.  Excuse  me.  This  is  your  typewriting  at  the 
head,  is  it  not?  A.     It  is. 

Q.  Issaquah  Creamery  Company,  Incorporated, 
balance  sheet,  November  30,  1935? 

A.     That  means  just  what  it  says. 

Q.     That  is  not  a  balance  sheet? 
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A.  That  is  a  balance  sheet,  and  that  was  what 
was  delivered. 

Q.  My  question  was,  it  included  balance  sheets 
and  profit  and  loss? 

A.  I  said  it  did  not.  I  did  not  deliver  any  profit 
and  loss  sheet.  This  was  the  only  sheet  delivered 
to  Mr.  Hall. 

Q.    I  see,  you  did  not  deliver  the  rest  of  it? 

A.     I  did  not. 

Q.     I  misunderstood  you. 

I  am  sorry.  The  exhibit,  however,  includes  the 
profit  and  loss  statement  for  November  30,  1935, 
does  it  not? 

A.     This  is  the  monthly  work  sheet,  yes. 

Q.  And  also  includes  with  profit — a  separate 
profit  and  loss  statement  for  November  30,  1935, 
with  a  complete  breakdown  of  every  item  of  mer- 
chandise, doesn't  [4169]  it? 

A.     Yes,  this  is  quite  a  complete  statement. 

Q.    Yes,  quite  a  complete  statement? 

A.    Yes. 

Mr.  Griffin:  And  so  the  Jury  will  know  what  I 
am  referring  to  on  that  breakdown  is  the  sales  of 
butter,  cheese,  condensed,  curd,  sweet  cream,  raw 
skim,  ice  cream,  bottle  milk,  commercial  cream, 
whip,  bars,  casein,  pot,  miscellaneous. 

Q.     (By  Mr.  Griffin):     That  is  correct,  isn't  it? 

A.  That  was  prepared  by  the  office  at  Issaquah 
for  me,  and  I  copied  it  on  there. 

Q.     You  just  copied  it?  A.     That  is  right. 
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Q.  And  in  this  exhibit,  the  Hans  Forster  account 
is  $22,930.41,  is  that  right? 

A.     That  is  what  it  displays,  yes. 

Q.  The  month  of  November  was  generally  a  los- 
ing, or  loss  month,  in  this  business,  was  it  not1? 

A.     Not  always. 

Q.  Was  the  month  of  November  a  good  month 
profitwise  in  the  Creamery  business? 

A.  It  is  not  a  banner  month,  but  it  didn't  al- 
ways lose  money.  [4170] 

Q.  Exhibit  A-94,  what  was  the  situation  for  the 
month  of  November  30,  1935,  as  shown  by  yon — 
by  that  exhibit? 

A.  In  that  month,  being  in  1935,  the  sales  were 
only  $28,000  and  they  lost  $416  that  month. 

Q.     What  is  this  item,  net  loss,  for  the  period? 

A.  The  accumulated  sales  were  $150,000  and  the 
net  loss  shows.  The  net  loss  shows  $3,095.44  for 
the  eleven  months. 

Q.  Mr.  Taylor,  I  noticed  in  reading  what  was  a 
typewritten  figure,  you  looked  at  some  figures  on 
the  work  sheet.  Do  you  have  to  consider  the  work 
sheet  in  connection  with  the  statements  to  be  able 
to  read  them? 

A.  Not  necessarily.  This  is  a  little  bit  blurred. 
The  carbon  was  blurred,  so  I  looked  over  here  to 
verify  the  figure. 

Q.  Will  yon  put  a  cross  at  that  $3,095.44  that 
you  say  was  blurred,  if  you  will,  please? 

A.     These  two  figures  here. 

Q.     Thank  you. 
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Mr.  Griffin:  Will  you  mark  this  December  31, 
1935,  for  identification,  please? 

The  Clerk:  Defendants'  Exhibit  A-95  marked 
for  identification.  [4171] 

(Defendants'  Exhibit  A-95  marked  for  iden- 
tification.) 

Q.  (By  Mr.  Griffin  continuing) :  Mr.  Taylor, 
handing  you  Exhibit  A-95  for  identification,  I  will 
ask  you  what  that  is? 

A.  This  is  the  work  sheet  from  the  Issaquah 
Creamery  Company  covering  a  number  of  little 
memorandums  showing  a  profit  and  loss  for  the 
year  ending  December  31,  1935. 

Q.  Is  this  your  writing  on  the  front,  First  Na- 
tional Bank  of  Stanwood? 

A.     That  is  right. 

Q.  Do  I  understand  that  these  statements  at  the 
end  of  each  month,  and  at  the  end  of  each  year, 
with  the  exception  of  the  work  sheets — that  is  the 
printed  matter — went  to  Mr.  Forster  from  you? 

A.  The  typed  portions  usually  went  to  Mr.  For- 
ster, yes. 

Mr.  LeSourd:  We  will  make  the  same  objection, 
your  Honor,  to  A-95  as  to  the  previous  one. 

The  Court:  Any  objection  from  the  Govern- 
ment? 

No  objection? 

Mr.  Moriarty:    No  objection. 

The  Court:  The  objection  may  show,  and  the 
Court  will  overrule  the  objection.  [4172] 
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(Defendants'  Exhibit  A-95  admitted  in  evi- 
dence.) 

Q.  (By  Mr.  Griffin)  :  Mr.  Taylor,  A-95,  a  bal- 
ance sheet,  Issaquah  Creamery  Company,  Decem- 
ber 31,  1935,  profit  and  loss  statement,  December  31, 
1935,  profit  previous  years,  and  profit  and  loss  state- 
ment again  December  31,  1935,  for  the  month  of 
December,  I  take  it — is  that  right? 

A.     That  is  not.    That  is  for  the  year. 

Q.     That  is,  it  is  a  duplicate  again? 

A.     There  are  three  copies  there. 

Q.  All  right;  Mr.  Taylor,  I  hand  you  Exhibit 
A-92,  and  what  does  A-92  show  the  profit  to  have 
been  for  the  year  1933 — the  net  profit? 

A.    $2,019.40. 

Q.     Give  me  that  figure  again,  will  you,  please? 

A.    $2,019.40. 

Q.  Mr.  Taylor,  the  statement  that  you  gave  Mr. 
Forster,  Exhibit  A-95,  shows  a  profit  for  the  year 
1933  to  be  $12,697.27,  doesn't  it? 

A.     Yes.   Would  you  like  that  explained? 

Q.    I  would.  A.    All  right. 

We  were  dealing  with  Bankers  who  wanted  to 
loan  money,  and  Mr.  Forster  had  not  withdrawn 
sixty-nine  [4173]  hundred  dollars  of  his  salary.  The 
depreciation  schedule  was  taken — I  am,  right  now 
I  am  assuming  that  is  the  figure.  We  reduced  the 
depreciation  $3,777.87,  making  a  total  of  $10,677.87, 
plus  $2,019.40  makes  a  profit  of — undrawn  from  the 
business  of  $12,697.27  that  was  made  for  the  benefit 
of  the  bankers. 
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Q.  Did  you  have  any  idea  that  the  books  should 
be  kept  accurately? 

Mr.  LeSourd:  Object  to  the  form  of  the  ques- 
tion. A.     Apparently 

Mr.  LeSourd:  Just  a  moment,  Mr.  Taylor.  I 
object  to  the  form  of  that  question. 

The  Court:    Objection  overruled. 

Q.  (By  Mr.  Griffin)  :  Did  you  have  any  idea 
that  the  books  of  Mr.  Forster  should  be  kept  accu- 
rately ? 

A.  Mr.  Griffin,  those  books  were  kept  accurately. 
This  was  done  for  a  specific  and  definite  purpose. 

Q.     To  deceive  the  bank? 

A.  It  was  not  done  to  deceive  the  bank.  The 
bank  was  not  deceived  one  iota. 

Q.  I  hand  you,  Mr.  Taylor,  Exhibit  A-93,  and 
ask  you  what  your  statement  there  shows  the  profit 
to  [4174]  have  been  for  the  year  1934? 

A.     It  showed  a  net  loss  of  $1.73. 

Q.    A  net  loss?  A.     Right. 

Q.  And,  A-95,  you  show  a  profit  for  the  year 
1934  of  $11,469.30,  don't  you? 

A.  The  exact  same  process  was  done  again.  We 
added  back  sixty-nine  hundred  dollars  of  undrawn 
salary  of  Mr.  Forster,  and  we  also  reduced  our  de- 
preciation to  a  smaller,  or  maybe  a  more  fair,  value, 
to  $4,569.30,  and  established  a  profit  of  $11,469.30, 
which  is  not  an  untrue  statement. 

Q.  Mr.  Taylor,  I  hand  you  Defendants'  Exhibit 
A-65,  which  is  in  evidence  only  for  the  figures  "5" 
in  there. 
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Mr.  LeSourd:    Just  a  moment.  A-65? 

Mr.  Griffin:    Yes. 

Q.  (By  Mr.  Griffin  continuing):  I  ask  you 
if  this  is  another  of  your  statements  for  December 
31,  1935,  Issaquah  State  Bank — Mr.  Forster? 

Mr.  LeSourd:  I  will  object  to  questions  on  this, 
your  Honor,  until  and  unless  the  exhibit  is  ad- 
mitted generally. 

Mr.  Griffin:    I  am  just  identifying  it.  [4175] 

The  Court:    Mr.  Griffin? 

Mr.  Griffin:    I  am  identifying  it. 

Mr.  LeSourd :  I  think  it  has  been  identified,  but 
for  merely  identification,  I  have  no  objection. 

A.     Yes,  I  prepared  that. 

Q.  (By  Mr.  Griffin)  :  And  is  this  your  writing 
on  there,  Peoples  Bank  and  Trust  Company,  De- 
cember 31,  1935? 

A.  I  believe  you  will  find  notations  of  that  type 
whenever  I  prepared  statements  and  they  were  de- 
livered to  the  banks  for  my  information. 

Q.     That  is  your  writing? 

A.  That  is  for  my  information,  yes,  and  my 
writing. 

Mr.  Griffin :  I  offer  now  A-65  in  full,  if  the  Court 
please. 

Q.     (By  Mr.  Griffin)  :     Did  you  manipulate 

Mr.  LeSourd:  (Interposing)  Just  a  moment.  Do 
you  offer  it? 

Mr.  Griffin:    Yes. 

Mr.  LeSourd:    We  make  the  same  objection. 

The  Court:    The  same  objection  may  show  as  to 
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the  preceding  exhibits,  A-94  and  A-95.    I  believe 
they  are  all  similar  exhibits  offered,  and  the  objec- 
tion [4176]  is  overruled. 

(Defendants'  Exhibit  No.  A-65  admitted  in 
evidence.) 

Q.  (By  Mr.  Griffin) :  Mr.  Taylor,  did  you  man- 
ipulate figures  in  these  balance  sheets  and  profit 
and  loss  statements  that  you  gave  to  Mr.  Forster 
just  as  you  saw  fit? 

Mr.  LeSourd:    Object  to  the  form  of  the  question. 

Q.  (By  Mr.  Griffin  continuing) :  Did  you  man- 
ipulate the  figures? 

Mr.  Griffin:  I  will  stop  there.  It  might  be  a 
double  question. 

A.     Mr.  Forster 

Mr.  LeSourd :    Just  a  moment. 

The  Court:    You  object  to  that,  also? 

Mr.  LeSourd:    I  do,  yes,  sir. 

The  Court:    Objection  overruled. 

A.  (Continuing)  Mr.  Forster  was  in  a  very  diffi- 
cult position  financially.  The  bankers  wanted  to 
work  with  him.  The  bank  examiners  would  not  ac- 
cept minus  figures.  The  bankers  sat  in  on  every 
change  that  was  made.  They  weren't  manipula- 
tions. They  were  changes  that  had  a  foundation  and 
there  [4177]  was  nothing  irregular  about  them  that 
anybody  would  be  hurt  in  any  way  to  give  the  bank- 
ers a  chance  to  argue  with  the  bank  examiners  that 
they  could  possibly  loan  Mr.  Forster  a  few  dollars. 

Q.  (By  Mr.  Griffin) :  I  am  handing  you  now, 
sir,  Exhibit  A-65  which  is  the  statement  for  Decern- 
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ber  31,   1935,  delivered  to  the  Peoples  Bank   and 
Trust  Company,  and  A-95,  the  same  precise  date, 
to  the  First  National  Bank  of  Stanwood. 

Looking  at  the  Stanwood  balance  sheet,  what  do 
you  show  for  sales? 

A.  The  Stanwood  Bank  is  A-95.  The  sales  fig- 
ures is  shown  at  480  thousand. 

Q.     $472,269  A.    Yes,  correct. 

Q.  And  on  the  same  identical  date  what  do  you 
show  for  sales  in  the  one  you  delivered  to  the 
Peoples  Bank? 

A.  The  sales  at  the  Peoples  Bank  have  appar- 
ently had  an  adjustment  made  and  they  show  $477,- 
961.54. 

Q.  Can  you  adjust  cash  the  same  way  you  ad- 
just sales,  or  did  you? 

A.  You  can  adjust  cash  as  an  explanatory  ac- 
count [4178]  as  well  as  you  can  any  account  on 
your  ledger,  unless  you  are  carrying  a  petty  cash 
account  and  that  account  must  carry  the  exact  cash 
on  hand. 

Q.  On  A-95,  to  Stanwood,  what  do  you  show 
cash  on  hand  ? 

A.     It  shows  an  overdraft  of  $6,213.74. 

Q.    And  what  does  it  show  on  Peoples? 

A.    $2,187.03. 

Q.  The  very  same  date  the  specific  item  of  cash 
a  difference  of  some  $8,410.80 ;  is  that  right  ? 

A.  You  might  be  enlightened,  Mr.  Griffin,  to  find 
that  on  the  Peoples  Bank  statement  you  will  find 
down  in  the   current   liabilities   a   column   account 
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check  reserve,  not  cashed  through  the  bank,  of 
$9,644.95;  when  you  take  $6213  plus  and  another 
item  you  have  $2197.03  as  cash  on  hand  and  that 
is  what  the  bank  statement  at  the  bank  has  probably 
shown,  I  can  not  remember. 

Q.  The  difference  between  the  cash  on  hand  that 
you  show  to  the  Peoples  and  to  Stanwood  and  as 
you  delivered  to  Mr.  Forster  on  the  very  precise 
date,  the  difference  in  that  cash  is  $8410.79,  isn't  it? 

A.     I  haven't  figured  it.    It  probably  is. 

Q.  There  could  be  no  actual  difference  in  [4179] 
cash,  could  there,  Mr.  Taylor? 

A.  There  is  no  difference  in  cash  in  these  figures. 
They  will  check  out. 

Q.  That  is,  a  minus — an  overdraft  of  $6,213.76 
checks  out  with  cash  on  hand  $2,197.03 ;  is  that  your 
statement  ? 

A.  Mr.  Griffin,  when  any  balance  sheet  balances 
your  figures  are  never  incorrect  in  that  balance 
sheet.  You  may  adjust  them,  suitable  figures  to  suit 
certain  occasions 

Q.     (Interposing)  Commonly 


A.  (Continuing)  and  yet  you  have  not  mis- 
stated the  sense  of  the  balance  sheet. 

Q.  Commonly  called  forcing  a  balance,  is  that 
it? 

A.  I  wouldn't  say  forcing  any  balance.  Those 
balances  are  in  agreement. 

Q.     The  balances  are  in  agreement? 

A.     The  balances  are  in  agreement. 

Q.     Before  I  go  to  the  divisional  questions  here, 
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Mr.  Taylor,  and  you  say  the  balances  are  in  agree- 
ment, what  do  you  show  on  the  Peoples  statement 
as  to  net  profit  or  loss? 

Mr.  Cox:    For  what  period? 

Mr.  Griffin:  This  is  December  31,  1935.  [4180] 
I  am  using  the  precise  date  of  each  one. 

A.  I  showed  a  loss  on  the  Peoples  Bank  of 
$1,3(59.37,  which  was  the  same  adjustment  that  I 
explained  a  few  minutes  ago. 

Q.  (By  Mr.  Griffin) :  You  showed  a  loss,  a  net 
loss,  for  the  period  of  $1,369.37,  didn't  you? 

A.     That  is  correct. 

Q.  And  on  the  Stanwood  you  showed  profit,  net 
profit,  of  $13,732.75,  didn't  you? 

A.  I  believe  that  I  very  carefully  explained  that 
a  few  minutes  ago. 

Q.     Will  you  answer  the  question,  please? 

That  is  what  it  shows,  isn't  it,  profit  to  Stanwood 
$13,732.75? 

A.  As  I  adjusted  it,  yes,  and  explained  it  a 
while  ago. 

Q.  You  just  stated  that  they  balanced.  They 
don't  balance  against  each  other,  do  they? 

The  Stanwood  statement  of  December  31,  1935, 
and  the  Peoples  Bank  statement  of  December  31, 
1935? 

A.  They  are  two  distinct  statements  for  a  pur- 
pose. 

Q.  Was  one  purpose  to  be  able  to  show  [4181] 
that  Issaquah  Creamery  Company  was  operating  at 
a  loss  for  the  purpose  of  borrowing  money  ? 
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A.    We  were  not  borrowing  at  the  Peoples  Bank. 

Q.  Mr.  Taylor,  which  of  those  statements  before 
yon,  the  statement  of  the  Peoples  Bank  or  to  the 
Stanwood  Bank,  is  correct? 

A.  They  are  both  correct  for  the  purpose  in 
which  they  were  prepared  for. 

Q.  Is  a  balance  sheet  prepared  by  you,  as  pre- 
pared by  you,  to  state  the  actual  factual  condition, 
or  is  it  not? 

A.     These  are  factual  conditions. 

Q.  Upon  which  of  those  two  statements  could 
Mr.  Forster  rely  as  to  whether  he  had  made  a  profit 
or  whether  he  was  operating  at  a  loss? 

A.  Mr.  Forster  rode  on  these  statements  con- 
tinuously because  he  wanted  to  borrow  money. 

Q.  You  were  not  borrowing  money  at  the  Peo- 
ples, you  said. 

A.  You  were  borrowing  at  Stanwood,  My  Good 
Friend. 

Q.    Were  you  borrowing  at  Peoples? 

A.    We  were  not  as  I  remember  it  at  that  time. 

Q.  Actually,  Mr.  Taylor,  no  matter  what  your 
purpose  was,  factually  the  accounts  receivable  and 
the  accounts  payable  in  each  instance  factually  had 
to  be  the  same,  didn't  they? 

A.  They  had  to  balance  with  each  statement 
given. 

Q.  Do  I  understand  then  that  you,  having  pjut 
out  two  statements  of  December  31,  1935,  neither 
of  which  agrees  with  each  other  either  as  to  profit 
or  loss,  is  it  your  theory  that  you  could  put  out  ten 
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statements;  as  long  as  each  one  balanced  separat< sly 

they  are  all  right? 

A.  You  can — if  you  alter  figures  or  make  an 
amended  balance  sheet  for  a  purpose  and  it  is  thor- 
oughly explained  nobody  is  harmed  by  it. 

Q.     My  question  still  is :  Well,  put  it  this  way : 

Upon  which  of  those  balance  sheets  could  Mr. 
Forster  rely  as  to  whether  he  had  made  a  profit 
Under  your  accounting  system  as  given  him,  or 
whether  he  had  operated  at  a  loss? 

A.  Mr.  Forster  was  drawing  a  salary  of  two 
thousand  dollars  a  month  and  he  was  not  drawing 
it  all.  He  was  allowing  some  of  it  to  remain  in  the 
business.  The  bankers  liked  to  loan  money  [4183] 
where  they  can;  they  like  to  hold  accounts  in  the 
small  towns.  This  theory  was  worked  out  more  by 
the  bankers  than  it  was  by  me  to  hold  Mr.  For- 
ster 's  account  in  the  Issaquah  State  Bank. 

The  First  National  Bank  of  Stanwood  was  owned 
by  Beadon  Hall's  brother  and  if  Mr.  Forster  had 
to  take  one  of  his  chattel  mortgages  out  of  the  Issa- 
quah Bank  and  move  it  to  Seattle,  Seattle  would 
demand  all  their  loans.  This  is  a  combination  be- 
tween Beadon  Hall  and  Bud  Hall,  his  brother,  who 
operated  the  two  banks. 

Q.  Then  do  I  understand  you  were  not  making 
and  supplying  Mr.  Forster  with  these  balance  sheets 
and  year-end  statements  so  he  could  know  how  his 
business  was  going  but  you  were  supplying  them  to 
the  bankers  as  the  bankers  suggested? 

A.    Mr.  Forster  had  a  true  copy  of  the  profit  and 
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loss  statement  displaying  his  full  salary.   He  knew 

what  the  condition  was. 

Q.  A  profit  and  loss  statement  displaying  his 
full  salary,  you  say?  A.     That  is  correct. 

Q.    Will  you  show  it  on  there?   Show  me  where. 

A.  Will  you  give  me  the  schedule  that  [4184] 
has  all  the  work  sheet  papers  on  it,  please? 

Q.  Just  a  moment.  What  salary  do  you  show  to 
Mr.  Forster,  by  the  way,  upon  the  statements  to 
the  Peoples  Bank?  A.     $10,500.00. 

Q.     And  what  to  the  Stanwood  Bank? 

A.     $3600.00. 

Q.  And  you  were  not  only  the  accountant  but 
the  secretary  of  this  corporation  making  that  show- 
ing, is  that  right? 

A.  That  is  exactly  what  Mr.  Forster  drew  from 
this  company  that  year. 

Q.    Which?  A.     $3600.00. 

Q.     Not  $10,500.00? 

A.     No ;  he  was  voted  $10,500.00. 

Q.  I  thought  you  just  testified  he  was  drawing 
two  thousand  dollars  a  month? 

A.  I  was  in  error,  when  I  get  back  to  1934;  I 
am  sorry. 

Q.  Did  Mr.  Beadon  Hall  advise  you  that  he 
wanted  for  his  bank  a  false  statement  of  the  assets 
and  liabilities,  profit  and  loss,  of  Issaquah  Cream- 
ery? 

Mr.  LeSourd:  If  your  Honor  please,  I  haven't 
objected  all  through  here.  I  didn't  want  to  [4185] 
encumber  the  thing  he  is  talking  about.    I  would 
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like,  your  Honor,  to  have  a  standing  objection  to 
all  this  testimony  back  in  this  period,  whether  de- 
tails of  these  financial  statements  or  otherwise,  as 
being  utterly  irrelevant  and  immaterial  and  im- 
proper cross-examination,  so  that  I  will  not  have  to 
interrupt. 

Mr.  Griffin:    I  understand. 

The  Court:  You  may  have  such  an  objection, 
Mr.  LeSourd. 

Mr.  LeSourd:    Thank  you. 

The  Court:  And  the  record  may  show,  I  gather 
now,  that  you  believe  all  this  testimony  is  imma- 
terial and  irrelevant  and,  therefore,  want  the  objec- 
tion to  go  to  all  of  it. 

Mr.  LeSourd:    Yes;  improper  cross-examination. 

Q.     (By  Mr.  Griffin  continuing) :    Now,  back 

The  Court:  (Interposing)  That  doesn't  cover 
form. 

Mr.  LeSourd:    Pardon? 

The  Court:  Your  objection  covers  everything  ex- 
cept objection  as  to  form. 

Mr.  LeSourd:    That  is  right. 

The  Court:  Objection  overruled.  You  may  an- 
swer. [4186] 

Q.  (By  Mr.  Griffin  continuing)  :  The  question 
was: 

Did  Mr.  Beadon  Hall  ever  request  you  to  make  a 
false  statement  of  assets  and  liabilities,  profit  and 
loss,  of  Issaquah  Creamery  Company? 

Mr.  LeSourd:  I  should  object  to  that  on  the 
ground  of  form  also.   The  testimony  here  shows  the 
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statements  were  not  false  and  it  assumes  a  fact 

contrary  to  the  testimony. 

The  Court:  As  I  understand  the  question,  that 
is  what  the  question  is,  or  asks. 

Mr.  Griffin:     Yes,  sir. 

The  Court:    Objection  overruled. 

A.  There  wasn't  any  figures  given  Mr.  Hall  that 
were  false. 

Q.  (By  Mr.  Griffin) :  My  question  was :  Did  Mr. 
Beadon  Hall  ever  ask  you  to  make  a  false  state- 
ment— profit  and  loss — balance  sheet — assets — Issa- 
quah  Creamery  Company? 

A.     None  was  ever  given  him. 

Q.  Would  you — do  you  object  to  answering  the 
question,  Mr.  Taylor?  It  can  be  answered  "yes"  or 
"no."  [4187] 

A.     I  can't  remember  anything  about  it. 

Mr.  Griffin :    Now,  will  you  mark  this  ? 

The  Clerk:  Defendants'  Exhibit  Number  A-96 
marked  for  identification. 

(Defendants'  Exhibit  A-96  marked  for  iden- 
tification.) 
Q.     (By    Mr.    Griffin):      Handing   you    Exhibit 
A-96,  for  identification,  I  will  ask  vou  if  this  is  the 
balance    sheet,    profit    and    loss,    assets,    Issaquah 
Creamery,  December  31,  1936? 

(Whereupon,  there  was  a  brief  pause.) 
A.     Yes;  that  is  the  work  sheet. 
Q.    You  have  used  the  term  "work  sheet."  What 
do  vou  mean  bv  that  ? 
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A.  That  is  my  private  papers  that  belong  in  my 
X>rivate  files. 

Q.  By  the  "work  sheet,"  you  are  referring  to 
the  yellow  copies? 

A.  I  am  referring  to  what  you  have  in  your 
hand.    Those  are  part  of  my  private  files. 

Q.  These — the  particular  one  I  hold  in  my  hand, 
A-96,  you  delivered  personally  to  the  Issaquab 
Creamery  just  before  you  went  to  McNeil  Island, 
didn't  you?  [4188] 

A.     They  were  still  my  property. 

Q.    Will  you  please  answer  the  question? 

A.    I  delivered  them  there  as  my  property;  yes. 

Q.  One  could  not  read — you  also  delivered  the 
ledgers  there  that  you  maintained,  didn't  you? 

A.     That  is  correct. 

Q.  And  the  work  sheets  were  necessary  even  in 
your  own  interpretation  of  the  ledgers,  weren't 
they? 

A.     They  had  a  bearing  on  the  finals,  yes. 

Q.  And  because  you  were  going  to  be  away  and 
you  knew  that  Mr.  Forster  was  being  investigated 
you  left  the  work  sheets  there  with  the  ledgers  so 
that  they  could  be  examined  and  inspected,  didn't 
you? 

A.  Mr.  Forster  had  not  been  questioned  or 
placed  under  examination  at  the  time  those  were 
delivered  there. 

Q.    When  did  you  deliver  them  there? 

A.  My  recollection  is  along  about  the  11th  of 
April. 
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Q.     Of  1950?  A.     That  is  correct. 

Q.  What  was  your  purpose  in  leaving  them 
there?  [4189] 

A.  Because  if  there  was  an  examination  I  was 
only  about  fourteen  or  fifteen  miles  away,  my 
trusted  attorney  could  have  contacted  me  to  discuss 
how  those  files  were  and  how  they  could  have  been 
followed  out.  Mr.  Kachlein  made  no  effort  to  con- 
tact me  to  go  into  those  files.  Mr.  Marx  could  have 
picked  those  books  and  work  sheets  out  and  started 
work  on  them  within  fifteen  minutes  after  it  was 
explained  how  to  proceed. 

Q.  My  question  was:  Why  did  you  leave  them 
at  the  Issaquah  Creamery,  Mr.  Taylor? 

A.  For  my  own  information  and  for  Mr.  For- 
ster's  information. 

Q.     Very  well. 

Mr.  Griffin:    A-96,  I  am  offering  this. 

Q.  (By  Mr.  Griffin  continuing)  :  I  think  you 
said,  Mr.  Taylor,  that  when  the  split-off  came  be- 
tween Alpine  and  Issaquah  Creamery  Company  it 
required  a  good  deal  more  work  on  your  part;  is 
that  right? 

A.  It  required  the  keeping  of  two  ledgers  and 
keeping  of  two  journals,  yes. 

Q.  You  were  breaking  down  separately  the  Se- 
attle business  from  the  Issaquah  Creamery  business 
prior  to  that  break-off,  weren't  you?  [4190] 

A.    Yes,  there  was  some  distribution. 

Q.  And  that  distribution  is  shown  on  the  Decem- 
ber 31st 
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Mr.  Griffin:    Pardon  me.  This  was  offered.  T  am 

sorry. 

Mr.  LeSourd:    We  make  the  same  objection. 
The  Court:    To  A-96? 
Mr.  LeSourd:    Yes. 

The  Court:     It  may  be  noted  and  the  objection 
will  be  overruled  and  A-9()  may  be  admitted. 

(Defendants'  Exhibit  A-96  admitted  in  evi- 
dence.) 
Q.     (By  Mr.  Griffin  continuing) :    And  as  of  De- 
jftember  31,  1936,  the  profit  and  loss  as  between  Issa- 
quah  and  what  later  became  Alpine  is  stated  sepa- 
rately, isn't  it,  in  detail? 

A.     Just  the  genuine  regular  profit  and  loss  state- 
ment was  prepared,  yes. 

Q.     Separately  for  each?  A.     Sure. 

Mr.  Griffin:  It  is  recess  time. 
The  Court:  Ladies  and  Gentlemen  of  the  Jury: 
We  [4191]  will  now  take  the  mid-morning  recess. 
The  Court  calls  your  attention  to  the  admonition 
given  you  on  similar  occasions  and  asks  that  you 
heed  the  admonition  given  you  on  this  occasion. 
You  may  now  be  excused. 

(Whereupon,  the  jury  retired  from  the  court 
room.) 

(Whereupon,  at  11:02  o'clock,  a.m.,  a  recess 
was  had  until  11:17  o'clock,  a.m.,  April  20, 
1954,  at  which  time,  Counsel  and  Defendants 
heretofore  noted  being  present,  the  following 
proceedings  were  had,  to-wit:) 
The  Court:    You  mav  call  the  Jurv. 
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(Whereupon,  the  Jury  was  returned  to  tln« 
court  room.) 

The  Court :    You  may  be  seated. 

It  is  stipulated  that  the  Jury  and  all  Defendants 
are  present  in  the  court  room*? 

Mr.  Griffin:    Yes,  your  Honor. 

Mr.  Moriarty:    Yes,  your  Honor. 

The  Court :    You  may  proceed,  Mr.  Griffin. 

Q.  (By  Mr.  Griffin)  :  Mr.  Taylor,  with  refer- 
ence to  Exhibits  A-65  and  A-95,  one  to  the  Peoples 
Bank  and  Trust  Company  and  the  other  to  the  First 
National  Bank  of  Stanwood,  one  [4192]  stating  a 
net  loss  and  another  a  net  profit,  which  of  those 
balance  sheets  and  profit  and  loss  statements  did 
you  use  for  the  income  tax  of  Issaquah  Creamery 
for  the  year  1935? 

A.  As  I  recollect,  we  used  the  book  figures  that 
showed. 

Q.    You  used  the  book  figures  that  showed? 

A.    Yes. 

Q.     The  book  figures  that  showed  where  % 

A.    They  showed  a  loss. 

Q.     They  showed  a  loss?  A.    Yes. 

Q.     Although  there  was  a  profit,  is  that  correct? 

A.  Mr.  Griffin,  the  purpose  of  this  statement 
was  to  try  to  keep  Mr.  Forster  remaining  in  busi- 
ness. His  position  was  very  precarious  whether 
the  Issaquah  Creamery  would  exist  or  not.  The 
bankers  were  trying  to  be  generous,  to  some  extent, 
and  knew  that  this  business  would  not  carry  nor- 
mally Mr.  Forster 's  salary.    They  knew  we  were 
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taking  the   Federal   Schedule  of   Depreciation.    A 

small  operation  must  keep  its  equipment  up.  Prob- 
ably the  depreciation  might  have  been  a  trifle  high. 
The  value  was  probably  greater.  The  purpose  of 
these  statements  was  to  give  the  bankers  merely  a 
true  value  of  the  equipment  and  of  the  condition 
that  existed  at  the  time  [4193]  and  Mr.  Forster 
sat  in  and  saw  and  worked  with  me  when  we 
worked  out  these  statements,  so  that  there  was 
nothing  concealed  from  anybody.  It  was  done  for 
a  purpose,  to  keep  this  man  at  Issaquah  operating, 
employing  a  few  people.  Nobody  had  been  dam- 
aged by  this. 

In  fact,  the  town  of  Issaquah  has  benefited  by 
the  rearrangement  of  these  figures  to  make  Mr. 
Forster 's  Issaquah  Creamery  Company  appear  in 
a  little  better  financial  condition. 

Q.  You  don't  think  Mr.  Forster  has  been 
harmed  % 

A.     Not  by  these,  he  wasn't  harmed  one  iota. 

Q.  If  accurate  statements  of  income  had  been 
made  to  the  United  States  Government — change 
that. 

You  knew  that  if  inaccurate  statements  were 
made  to  the  United  States  Government  on  income 
and  on  profit,  Mr.  Forster  would  be  harmed;  didn't 
you?  A.     I  knew  that.    So  did  he. 

Q.  And,  notwithstanding  that,  you  made  these 
returns  ? 

A.  These  returns  were  audited  by  the  Internal 
Revenue,  I  believe,  clear  up  to  1939  and  they  didn't 
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particularly  question  our  thoughts  on  the  thing. 

Q.  In  Exhibit  A-96,  I  notice  you  have  real  estate 
and  so  forth,  $105,501.31  for  Issaquah  Creamery; 
is  that  correct  ?  [4194] 

A.     That  is  what  it  shows  here,  yes. 

Q.  What  was  the  value  of  the  real  estate  that 
you  had  been  carrying  each  year  prior  thereto,  or 
what  valuation,  rather,  had  you  carried? 

A.  Of  course,  that  says  "etc.";  that  could  mean 
all  the  balance  of  the  equipment,  including  the  real 
estate. 

Q.  Do  you  know  what  valuation  you  had  been 
carrying  on  real  estate  prior  thereto? 

A.     As  I  recollect,  it  had  been  around  $3200. 

Q.     $3200? 

A.  I  will  change  that  point.  It  showed  at 
$5,382.38. 

Q.  And  A-96,  for  December  31,  1936,  shows  a 
loss  for  the  month  of  December,  $847.40,  is  that 
right  ? 

A.  May  I  have  it  in  my  hand  so  that  I  can  see 
it? 

(Whereupon,  Exhibit  was  handed  to  the  wit- 
ness by  Mr.  Griffin.) 

A.     (Continuing)  Yes,  it  shows  a  loss  of  $847.40. 

Mr.  Griffin:  Will  you  mark  the  August  31,  1937, 
balance  sheet,  please? 

The  Clerk:  Defendants'  Exhibit  A-97  marked 
for  identification. 

(Defendants'   Exhibit  A-97    [4195]    marked 
for  identification.) 
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Q.    Handing  you  Exhibit  A-97  for  identification, 

I  will  ask  you  if  this  is  the  balance  sheet,  profit  and 
loss,  Issaquah  Creamery,  as  of  August  31,  1937  '. 

A.    Yes,  that  is  quite  complete. 

Q.     Detailed;  correct? 

A.     Not  detailed.  It  is  quite  complete,  the  report. 

Mr.  LeSourd:  Mr.  Taylor,  this  includes  certain 
sheets  which  had  been  received  by  you,  I  take  it, 
in  addition  to  your  work? 

The  Witness:  May  I  look  at  it,  Mr.  LeSourd — 
so  that  I  can  speak  intelligently  on  it. 

(Whereupon,  exhibit  was  handed  to  the  wit- 
ness by  Mr.  LeSourd.) 

The  Witness:  (Continuing)  This  includes  figures 
from  the  Alpine  Dairy,  the  re-cap  of  Mrs.  Wilcox 
included  with  these  work  papers. 

Mr.  LeSourd :    And  also  adding  machine  tapes  ? 

The  Witness:  Adding  machine  tapes  are  in- 
cluded, also. 

Mr.  LeSourd:  We  make  the  same  objection,  your 
Honor. 

The  Court:  The  objection  may  show.  The  ex- 
hibit may  be  admitted.  [4196] 

(Defendants'  Exhibit  No.  A-97  admitted  in 
evidence.) 

Q.  (By  Mr.  Griffin) :  Mr.  Taylor,  you  referred 
to  Exhibit  A-97  when  you  were  identifying  it,  as 
quite  complete;  is  that  correct?  A.     Yes. 

Q.  Had  the  real  estate  of  Issaquah  Creamery 
Company  been  sold  between  the  report  of  December 
31,  1936,  and  August  31,  1937? 
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A.    May  I  see  the  exhibit,  please? 

(Whereupon,  exhibit  was  handed  to  the  wit- 
ness by  Mr.  Griffin.) 

A.  (Continuing)  No,  the  real  estate  had  not  been 
sold. 

Q.     You  didn't  include  it  as  an  asset,  did  you? 

A.     Oh,  I  would  say  I  did. 

Q.    Where? 

A.     Under  the  "Fixed  Assets"  of  equipment. 

Q.  Excuse  me;  I  read,  Fixed  Assets,  Equip- 
ment, $104,629.54?  A.     That  is  correct. 

Q.  You  included  real  estate  under  equipment,  is 
that  correct? 

A.     Yes,  for  this  statement;  yes.  [4197] 

Q.    Why? 

A.  There  is  usually  no  increase  or  decrease  in 
real  estate,  and  we  usually  don't  segregate  it  in  that 
type  of  statement. 

Q.  Mr.  Taylor,  in  every  statement  you  made  on 
the  Issaquah  Creamery  prior  to  this  statement  of 
August  31,  1937,  you  segregated  the  real  estate, 
didn't  you? 

A.  Would  that  make  any  difference  in  the  final 
figures  ? 

Q.     Mr.  Taylor,  I  am 

A.  (Interposing)  That  was  made  up  for  a  cer- 
tain purpose.  From  memory,  I  do  not  remember 
what  the  purpose  of  it  was,  but  it  is  quite  a  com- 
plete statement  made  out  for  some  special  purpose. 

Q.     My  question  was,  Mr.  Taylor: 

In  every  statement  prior  to  this  August  31,  state- 
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ment  of  1937,  you  included  and  segregated  the  real 

estate  as  an  asset,  didn't  you? 

A.    It  is  possible,  yes. 

Q.  But  this,  because  you  say  there  was  some 
special  purpose  you  don't  remember,  you  didn't  do 
it;  is  that  right?  A.     No. 

Q.     Is  that  correct? 

A.     That  is  correct.  [4198] 

Q.  Well,  Mr.  Taylor,  the  year-end  statement  is 
not  made  for  a  special  purpose  except  as  the  year- 
end  statement,  is  it? 

A.     Sure,  it  is  made  for  a  special  purpose. 

Q.  The  same  special  purpose  of  each  year-end 
statement?  A.     That  is  correct. 

Mr.  Griffin :  Will  you  mark  this  statement  of  De- 
cember 31,  1937,  for  identification,  please? 

The  Clerk:  Defendants'  Exhibit  A-98  marked 
for  identification. 

(Defendants'  Exhibit  A-98  marked  for  iden- 
tification.) 

Q.  (By  Mr.  Griffin)  :  The  monthly  statements 
were  made,  were  they  not,  to  advise  Mr.  Forster  of 
his  position  financially?  A.     Certainly. 

Q.  Whether  he  Avas  making  money  or  losing 
money?  A.     That  is  correct. 

Q.     What  he  had,  and  what  he  owed? 

A.    He  knew. 

Q.     What  he  had  and  what  he  owed? 
A.     And  he  knew. 

Q.     Mr.  Taylor,  were  these  statements  made  to 
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Mr.  Forster  monthly,  so  that  he  would  know  what 

he  possessed,  [4199]  and  what  he  owed? 

A.  That  is  right,  and  he  knew  from  those  state- 
ments what  he  possessed,  and  what  he  owed. 

Q.  Handing  you  Exhibit  A-98  for  identification, 
I  will  ask  you  if  this  is  the  balance  sheet  for  De- 
cember 31,  1937,  as  prepared  by  you  and  delivered 
to  Mr.  Forster? 

A.    I  would  say  that  it  was,  yes. 

Mr.  LeSourd:     Same  objection,  your  Honor. 

The  Court:  The  objection  may  show.  Objection 
overruled,  and  A-98  may  be  admitted. 

(Defendants'  Exhibit  A-98  admitted  in  evi- 
dence.) 

Q.  (By  Mr.  Griffin)  :  Mr.  Taylor,  on  A-98,  bal- 
ance sheet,  December  31,  1937,  you  show  real  estate, 
do  you,  as  an  asset?  A.     That  is  right. 

Q.  Issaquah  Creamery  owned  at  that  time,  the 
same  real  estate  that  it  owned  for  years,  did  it  not, 
and  which  you  had  theretofore  included  as  an  asset  ? 

A.  Mr.  Forster  knew  it  was  included  in  the 
equipment   account. 

Q.  Do  I  understand  it  didn't  make  any  differ- 
ence what  you  showed  in  the  balance  sheet,  or  profit 
and  loss  statement  if  Mr.  Forster  knew  it  already? 

A.  Mr.  Forster  went  over  these  with  me  many 
times.  [4200] 

Mr.  Griffin :  Will  you  mark  this  balance  sheet  of 
December  31,  1938? 

The  Clerk:  Defendants'  Exhibit  No.  A-99 
marked  for  identification. 
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(Defendants'  Exhibit  No.  A-99  marked    for 
identification.) 

Q.  (By  Mr.  Griffin):  Handing  yon  Exhibit 
A-97  for  identification 

The  Clerk:    (Interposing)  A-99,  Mr.  Griffin. 

Q.  (By  Mr.  Griffin  continuing):  Pardon  me; 
A-99,  T  will  ask  you  if  this  is  the  balance  sheet, 
December  31,  1938,  Issaquah  Creamery  Company, 
which  yon  delivered  to  Mr.  Forster? 

A.     I  would  assume  that  he  had  a  copy  of  this. 

Q.     Prepared  by  you? 

A.  That  came  from  my  private  files,  that  par- 
ticular copy. 

Mr.  LeSourd:    Same  objection,  your  Honor. 

Mr.  Moriarty:    We  have  no  objection. 

The  Court:  The  objection  may  show.  The  objec- 
tion is  overruled,  and  A-99  may  be  admitted. 

(Defendants'  Exhibit  No.  A-99  admitted  in 
evidence.)   [4201] 

Q.  (By  Mr.  Griffin) :  A-99  shows  assets,  real 
estate,  $21,393.73,  doesn't  it? 

A.     Real  estate  shows  $9,557.44. 

Q.     You  are  right.   I  got  the  wrong  line. 

That  is  the  same  real  estate  that  was  owned  the 
previous  year,  wasn't  it? 

A.  There  was  probably  an  addition.  That  was 
the  reason  I  set  it  out  separately. 

Q.    Was  there  an  addition? 

A.  I  do  not  remember  that,  but  that  is  probably 
the  reason  for  it. 
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Mr.  Moriarty:     What  year  is  that,  Mr.  Griffin? 

Mr.  Griffin:    December  31,  1938. 

Q.  (By  Mr.  Griffin) :  Do  you  recall  in  this 
statement,  Exhibit  A-99,  you  included  as  an  asset 
stock  in  Issaquah  State  Bank?  A.    Yes. 

Q.  And  is  it  correct  that  you  value  your  routes 
as  an  asset  at  $28,552.02?  A.     Yes. 

Q.  And  in  the  December  31  statement  of  the 
previous  year,  you  value  those  routes  at  $40,111.47, 
do  you?  [4202] 

A.  May  I  have  the  statement  you  have  in  your 
hand? 

(Whereupon,  document  was  handed  the  wit- 
ness by  Mr.  Griffin.) 

A.  (Continuing)  If  you  will  notice,  Mr.  Griffin, 
that  I  have  routes  $28,552.02  and  I  have  a  caption 
Goodwill  in  Routes  $12,500,  which  makes  the  figure, 
I  believe. 

Q.     Do  you  believe  that,  you  say? 

A.    I  believed  it,  because  Mr.  Forster  did. 

Q.    Mr.  Forster  did  what? 

A.  He  believed  the  routes  were  worth  that.  I 
never  drove  a  route,  so  that  I  don't  know. 

Mr.  Griffin:    Will  you  mark  this? 

The  Clerk:  Defendants'  Exhibit  No.  A-100 
marked  for  identification. 

(Defendants'  Exhibit  No.  A-100  marked  for 
identification.) 

Mr.  LeSourd:    Same  objection. 

The  Court:    Is  that  a  similar  sheet? 

Mr.  Griffin:    It  is  dated  December  31,  1938. 
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Mr.  Moriarty:    I  thought  99  was  '38. 

Mr.  Griffin:     Correct;  each  one. 

The  Court:     Is  that  A-100? 

Mr.  Griffin:    A-100,  yes,  your  Honor.  [4203] 

The  Court:    What  is  A-99? 

That  was  the  balance  sheet  alone*? 

Mr.  Griffin:    Balance  sheet. 

The  Court:  The  objection  may  show,  and  the 
objection  is  overruled. 

(Defendants'  Exhibit  A-100  admitted  in  evi- 
dence.) 

Q.  (By  Mr.  Griffin) :  Now,  Mr.  Taylor,  you 
delivered  A-99  to  Mr.  Forster,  you  say,  and  I  hand 
you  A-99  and  A-100.  In  A-100,  will  you  turn  to  your 
balance  sheet,  please? 

In  the  one  that  you  delivered  to  Mr.  Forster,  that 
balance  sheet  as  of  December  31,  1938,  you  show 
cash  on  hand  $2,406.42,  don't  you  ?  A.    Yes. 

Q.  And  in  A-100,  balance  sheet,  the  same  date, 
you  show  cash  on  hand  $4,797.66,  don't  you? 

A.  May  I  ask  where  did  this  A-99 — where  did 
you  recover  it  from? 

Q.  You  will  just  answer  my  questions.  That  will 
be  the  interesting  part,  Mr.  Taylor. 

The  Court:  Mr.  Taylor,  the  exhibit  is  in  evidence 
now  and  the  question  has  been  put. 

A.  The  figures  have  been  rearranged  to  some 
extent  on  the  statement  made — this  statement — to 
the  one  made  [4204]  in  this  work  sheet,  while  the 
net  result  of  the  combined  statement  has  not  been 
changed.    The  purpose  was  to  probably  bring  out 
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some  points  here  that  aren't  brought  out  on  this 
work  sheet.   Many  times  that  is  done.   I  don't  know 
what  this  was  prepared  for. 

If  I  had  some  source  of  knowing  what  it  was  pre- 
pared for — of  the  particular  purpose — I  could  ex- 
plain it  probably  a  little  better. 

I  think  it  was  for  the  bank.  I  am  not  sure. 

Q.  (By  Mr.  Griffin)  :  My  question,  Mr.  Taylor, 
is  that  the  cash  shown  in  Exhibit  A-100  is  $4,797.66, 
isn't  it?  A.     That  is  correct. 

Q.  As  opposed  to  $2,406.42,  the  one  you  deliv- 
ered to  Mr.  Forster? 

A.  This  would  be  the  statement  that  was  deliv- 
ered to  Mr.  Forster,  not  this  one. 

Q.  Do  you  want  to  change  your  testimony  that 
that  A-99  was  not  delivered  to  Mr.  Forster? 

A.  I  said  it  was  possible  it  was  delivered  to  Mr. 
Forster.   I  don't  know  for  sure. 

Q.  Do  you  want  to  change  your  testimony  that 
you  prepared  A-99? 

A.  Yes,  I  prepared  A-99.  I  admit  that,  and  I 
also  prepared  A-100.  [4205] 

Q.  Take  the  notes  receivable  on  the  same  day. 
The  notes  receivable,  two  statements  made  for  the 
same  day,  would  have  to  be  the  same,  wouldn't  they  ? 

A.  It  would  depend  on  the  purpose  of  the  state- 
ment. 

Q.  Mr.  Taylor,  is  there  any  purpose  in  making 
a  financial  sheet,  except  to  show  assets  accurately, 
liabilities  accurately,  and  eventually  surplus  or  net 
worth  ? 
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A.  Mr.  Griffin,  balance  sheets  have  many  stories 
connected  with  them.  It  depends  on  the  approach 
that  yon  want  to  make  with  your  balance  sheet. 

Q.  Mr.  Taylor,  does  a  profit  and  loss  statement 
have  any  purpose  except  to  accurately  state  the 
facts  to  show  either  a  profit  or  a  loss? 

A.  Profit  and  loss  statements,  if  all  your  fig- 
ures have  been  assembled  so  that  they  are  complete 
and  without  variance,  your  profit  and  loss  state- 
ment will  reflect  your  true  profit  and  loss.  Many 
times,  at  the  close  of  the  year,  your  final  figures 
aren't  always  definitely  determined.  Many  times, 
there  are  changes  in  figures  between  the  first  and 
the  thirtieth  of  the  month. 

Q.  Let's  go  back  to  the  two  balance  sheets,  Mr. 
Taylor.  A-99,  you  show  notes  receivable — these  are 
notes,  now— $3,444.94,  don't  you?  [4206] 

A.    Yes,  sir. 

Q.  In  the  other  balance  sheet,  same  date,  you 
show  notes  receivable  $3,847.89,  don't  you? 

A.     That  is  right. 

Q.  Now,  a  note  is  a  written  obligation  of  some- 
body owing  Issaquah  Creamery  Company  some- 
thing, isn't  it?  A.     Sure. 

Q.  How  could  those  two  statements  on  the  same 
day  differ  as  to  the  amount  due  on  notes? 

A.  In  an  analysis  of  your  figures,  you  change 
them  from  one  position  on  a  statement  to  another, 
if  you  are  wanting  to  give  a  statement  for  a  ] im- 
pose. 

Q.     The   statement   of   December   31,    1938,    was 
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given  for  the  purpose  of  determining,  one,  assets 

and  liabilities,  wasn't  it? 

A.     That  was  the  purpose  of  it,  yes. 

Q.     Number  two,  profit  and  loss,  wasn't  it? 

A.     There  isn't  any  profit  and  loss  with  this  A-99. 

Q.  All  right ;  we  will  deal  with  the  balance  sheet 
alone,  then,  for  the  present. 

Mr.  Taylor,  in  A-99,  your  balance  sheet  shows  ac- 
counts receivable.  That  would  be  money  due  Issa- 
quah  Creamery  on  open  account,  wouldn't  it? 

A.     That  is  correct. 

Q.     $45,650.55,  is  that  correct? 

A.     56  cents. 

Q.  56  cents ;  and  in  the  other  statement,  the  very 
same  date,  before  you,  it  shows  accounts  receivable, 
$56,660.68?  A.     That  is  correct. 

Q.  Now,  the  fact  is  that  on  that  date,  people 
owed  the  Issaquah  Creamery  Company  a  certain 
amount  of  money,  didn't  they? 

A.     That  is  correct. 

Q.  Which  of  those — which  of  those  statements 
of  yours  is  correct  as  to  the  amount  due? 

A.  If  this  statement  was  given  for  credit  pur- 
poses, this  statement  would  reflect  the  true  figures. 

Q.    By  "this"  one,  you  are  referring  to  99? 

A.     99,  if  given  for  credit  purposes,  yes. 

Q.  And  then  the  work  sheet  in  front  of  you  that 
you  used  for  income  tax  purposes  does  not  reflect 
the  true  purpose,  is  that  correct? 

A.  It  would  reflect  the  true  figures  of  the  ledger, 
yes. 
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Q.     It  would  reflect  the  true  figures  of  the  Ledgerl 

A.     Yes.   [4208] 

Q.     The  ledger  was  kept  by  you? 

A.  Two  distinct  purposes  of  two  financial  state- 
ments. 

Q.     The  ledger  was  kept  by  you,  solely? 

A.     Right. 

Q.     Under  your  control?  A.     Right. 

Q.  Mr.  Taylor,  in  A-99,  the  inventory  is  $15,- 
169.43,  isn't  it?  A.     That  is  correct. 

Q.  And  on  the  same  date  at  the  same  time  in 
the  other  statement,  it  is  $16,891.83,  isn't  it? 

A.     That  is  correct. 

Q.  You  don't  mean  that  either  one  is  correct, 
do  you?  You  mean  that  those  are  the  correct  fig- 
ures? A.     That  is  what  I  said. 

Q.     Which  is  correct,  actually,  as  to  inventory? 

A.  If  this  was  given  for  credit  purposes,  which 
I  stated,  these  were  analyzed  figures,  and  were  cor- 
rect figures. 

Q.     By  "this",  again,  you  are  referring  to  99? 

A.     99. 

Q.  Why  did  you  use  a  different  figure  for  in- 
ventory in  Exhibit  A-100  on  the  same  day? 

A.  It  is  possible  that  there  was  something  in 
there  that  wTasn't  a  saleable  product  taken  in  the 
inventory.  [4209] 

Q.  Mr.  Taylor,  in  A-99,  under  equipment,  you 
show  $75,375.17,  don't  you? 

A.     That  is  correct. 
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Q.  And  under  the  exhibit  100,  it  is  $88,394.12, 
isn't  it?  A.     That  is  correct. 

Q.  Which  is  actually  factually  correct,  which 
statement  ? 

A.  If  the  credit  statement — this  is  a  credit  state- 
ment. This  statement  was  analyzed  and  properly 
made  out  as  to  values. 

Q.  Then  that  is  the  statement  that  should  have 
been  used  for  income  tax  purposes,  isn't  it? 

A.     Not  necessarily. 

Q.  Mr.  Taylor,  A-99,  depreciation  reserve,  is 
$54,195.80?  A.     That  is  correct. 

Q.     But  on  the  other  statement,  $62,938.77? 

A.     That  is  correct. 

Q.  And  on  A-99,  routes  valued  at  $28,552.02,  is 
that  correct?  A.     Correct. 

Q.     And  under  A-100,  $9,514.55? 

A.     That  is  correct. 

Q.  Mr.  Taylor,  why  did  you  value  the  asset  of 
cash  higher  in  100  than  you  did  in  A-99  but  valued 
the  [4210]  routes  higher  in  A-99  than  you  did  in 
A-100? 

A.  This  statement  was  made — I  assume  now — 
I  am  assuming  this  because  I  don't  know  who  it 
was  delivered  to,  or  for  what  purpose — but  I  am 
assuming  that  this  was  a  statement  given  for  credit 
purposes.  In  the  first  place,  possibly,  in  our  depre- 
ciation schedule  in  the  December  31st,  A-100,  pos- 
sibly a  piece  of  equipment  had  been  sold  and  had 
been  eliminated;  that  I  don't  know  without  trying 
to  do  some  checking  back.  The  purpose  of  this  was 
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to  bring  the  routes  to  an  appraised  value.  Tiny  did 

appear  on  the  books  only  at  $9500,  but  for  credit 
(purposes,  we  felt  that  the  routes  were  worth  more 
money.  Mr.  Forster  appraised  those  routes,  and  they 
were  placed  on  this  statement  for  that  purpose  only. 
Any  other  figures  that  have  been  changed  here  have 
been  done  Cor  the  purpose  for  which  this  statement 
was  made  out. 

Q.  Will  yon  turn  to  liabilities  on  those  two  state- 
ments, Mr.  Taylor?  A.     Yes,  sir. 

Q.  On  A-99,  you  show  milk  account  liability, 
$11,188.17,  is  that  correct? 

A.     That  is  right. 

Q.    And  on  A-100,  $9,616.53? 

A.    What  is  this,  again?  [4211] 

Q.     Milk  accounts  payable  on  A-100,  $9,616.53? 

A.    Yes. 

Q.  Which  is  correct  as  to  the  accounts  actually 
payable  on  this  date? 

A.  I  would  say  this  statement  had  been  properly 
analyzed  and  they  were  properly  set  up. 

Q.     What  do  you  mean  by  "analyzed"? 

A.  We  analyzed  them  as  to  what  they  were. 
Sometimes  these  accounts  twist  back  and  forth. 

Q.     Notes  payable  on  A-99  were  $12,729.29? 

A.     Yes. 

Q.     On  A-100,  $4,825.90? 

A.  On  which  is  this  one  now?  $4,825.90,  yes,  on 
this  distributive  statement,  yes. 

Q.  Mr.  Taylor,  if  you  were  using  this  statement, 
you  say,  being  Exhibit  A-100,  for  income  tax  pur- 
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poses,  why  did  you  depreciate  notes  payable  to  some 
eight  thousand  dollars  as  compared  with  the  state- 
ment to  the  bank,  if  it  was  a  statement  to  the  bank  ? 

A.  In  working  some  of  these,  there  is  contracts 
payable.  There  is  notes,  sometimes,  that  are  made 
out  for  a  purpose  and  maybe  carried  in  one  or  an- 
other account  and  not  transferred  over.  When  we 
made  this  statement,  we  assembled  all  those.  There 
would  be  a  working  paper  with  this  that  would 
prove  every  one  of  these  figures  [4212]  that  were 
in  my  work  papers  turned  in.  If  this  were  attached 
to  it  properly,  we  would  just  read  them  off  and 
find  them  right  together,  but  you  are  giving  me 
part  of  this,  and  a  little  bit  of  that,  and  you  expect 
me  to  sit  here  and  tell  you  what  eleven  thousand 
dollars  is  composed  of. 

You  have  taken  those  files  and  played  tit-tat-toe 
with  them  in  Issaquah,  and  you  expect  me  to  give 
you  answers  to  things  that  were  made  up  that  have 
a  proof  sheet  that  could  be  attached  to  them. 

Q.  My  Taylor,  my  question  is :  if  you  were  using 
A-100  for  income  tax  purposes,  how  does  it  happen 
that  you  depreciated  the  liabilities  in  A-100  over 
A-99  when  you  say  A-99  was  analyzed  and  is  cor- 
rect? 

A.  With  the  work  sheets  attached  to  this,  I  can 
tell  you  how  every  figure  wTorked  out. 

Q.     You  don't  know,  then? 

A.  You  are  handing  me  part  of  my  work  sheets. 
You  jumbled  up  my  work  sheets  so  that  nobody 
could  find   anything,   and  you   expect   me   to   pull 
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this  shoot  out  here  and  tell  you  that  John  Jom  i, 
Pete  Smith  make  up  that  notes  receivable  and  pay- 
able.  Why  don't  you  bring  thorn   out   complete   BO 

that  I  can   really  answer  you? 

Q.  Mr.  Taylor,  A-99,  the  accounts  payable  are 
$18,862.35,  aren't  they?  [4213] 

A.    There  are  a  combination  of  some  figures,  yes. 

Q.  And  in  A -100,  the  accounts  payable  are  $7,- 
853.20,  aren't  they? 

A.  That  happens  to  be  the  ledger  page  balance, 
yes. 

Q.  Which  was  correct,  Mr.  Taylor,  the  ledger 
page  of  the  ledger  that  you  kept  or  A-99  that  you 
say  was  especially  analyzed? 

A.     The  ledger  page  in  the  ledger  was  correct. 

Q.     Then 

A.  (Interposing)  But  we  assembled  other  fig- 
ures and  combined  them. 

Q.  What  figures  would  you  combine  for  ac- 
counts payable?  Accounts  payable  mean  precisely 
an  accounting  of  the  accounts  payable,  don't  they? 

A.     Right. 

Q.  And  then,  if  your  ledger  was  $7,853.20  will 
you  explain  to  the  jury  how  you  get  $18,862.35  on 
Exhibit  A-99  which  you  have  said,  time  after  time, 
that  you  analyzed? 

A.  Will  you  go  and  get  the  files  out  and  bring 
me  the  work  sheet  that  ties  to  this  ? 

Q.     If  I  had  it,  Mr.  Taylor. 

A.  Well,  if  you  had  it.  You  did  have  it,  and 
your  Attorney,  Mr.  Kachlein,  had  it,  and  Hans  For- 
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ster  [4214]  had  it  and  this  could  have  been  proven 
if  you  hadn't  of  thrown  them  up  in  the  air  and 
tried  to  find  which  sheet  belonged  to  another. 

Q.  Do  you  have  any  explanation,  in  answer  to 
my  question? 

A.  The  net  worth  figures  here  prove  within  $300 
of  each  other,  up  and  down.  That  is  proof  in  itself. 
You  cannot  change  your  total  figures  in  the  balance 
sheet  that  balances  debits  and  credits,  and  these 
figures  are  within  $300  of  each  other,  so  that  there 
is  no  exaggerated  figure  in  here. 

Q.  Mr.  Taylor,  have  you  any  explanation  of  why 
on  the  same  date  in  two  different  balance  sheets 
you  show  account  payable  on  the  one  hand  at  $7,- 
853.20  and  on  the  other,  $18,862.35? 

A.  Well,  we  have  a  Hans  Forster  account  of 
$7,084.54,  we  have  accounts  payable  of  $7,853.20, 
and  we  have  a  discounts  payable  here  of  $1,355.48. 

$18,293.22;  you  would  make  a  comparison  of  ac- 
counts payable  there.  While  it  isn't  the  exact  figure, 
it  is  very  close  to  it. 

Q.  Mr.  Taylor,  to  get  a  balance  as  between  these 
two  statements,  what  you  did,  among  other  things, 
was  to  manipulate  inventory,  wasn't  it? 

A.  Inventory  has  been  reduced  by  $1700.  Prob- 
ably [4215]  a  piece  of  equipment  or  some  other 
item  that  was  in  the  inventory  and  moved  to  an- 
other account. 

Q.  You  changed  routes  valuation  by  nineteen 
thousand  dollars,  didn't  you?  A.     Sure. 

Q.     And  you   threw   into   surplus   on   the   other 


United  States  of  America  1(.)8(.) 

(Testimony  of  L.  Hicks  Taylor.) 

hand  $22,000  as  opposed  to  surplus  in  the  other 

statement,  didn't  yon,  to  make  them  balance) 

A.  Whenever  you  make  an  appraisal  and  de- 
velop a  balance  sheet — and  I  want  you  to  know  I 
didn't  appraise  that,  Mr.  Forster  made  the  ap- 
praisal— I  merely  prepared  this  sheet  in  form — 
that  appraisal  was  made  by  Mr.  Forster,  given  to 
me,  and  T  adjusted  it  to  the  figures. 

Q.  The  surplus  appraisal  was  given  to  you  by 
Mr.  Forster? 

A.  The  appraisal  of  the  equipment  which  would 
be  the  surplus  figure. 

Q.  That  change  in  equipment  is  $13,000,  isn't 
it,  approximately) 

A.     It  is  nineteen  thousand  dollars. 

Q.  Equipment  on  the  other  hand  is  "88"  as  op- 
posed  to  "75",  isn't  it? 

A.  I  beg  your  pardon ;  I  thought  you  were  talk- 
ing about  routes.  That  is  right,  "75"  to  "88". 

Q.  How  did  you  get  the  difference  in  surplus, 
[4216]  Mr.  Taylor? 

Mr.  Griffin:     Strike  that. 

Q.  (By  Mr.  Griffin  continuing) :  Will  you  ex- 
plain to  the  Jury  what  surplus  means  in  your  state- 
ment ? 

A.     Well,    surplus    is    the    accumulation    of    the 
profits  that  is  credited  to  the  surplus  account,  or 
becomes  part  of  the  working  capital   of 
ganization. 

In  other  words,  if  you  have  a  thirty-two  thousand 
dollar  capital,   and  if  you  accumulated   forty-two 
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thousand,  in  surplus,  you  have  a  working  capital, 
or  a  working  capital  account,  of  $74,000  to  do  busi- 
ness. 

Q.  Your  surplus  in  A-99  as  of  December  31, 
1938,  is  $42,517.23?  A.     That  is  correct. 

Q.  And  upon  the  same  date,  in  Exhibit  A-100, 
it  is  $64,695.03,  isn't  it?  A.     Yes. 

Q.     Which  is  correct? 

A.  They  are  both  correct.  They  are  both  made 
from  the  same  source  of  figures. 

Q.  How  much  surplus  did  Mr.  Forster  have  on 
December  31,  1938,  a  surplus  of  $42,517.23  or  a  sur- 
plus of  $64,695.03?  [4217] 

A.  The  record  shows  here  on  my — on  Schedule 
100,  sixty-four  thousand  dollars. 

Q.     That  is  the  correct  one,  is  it? 

A.     That  is  the  correct  surplus  in  the  books. 

Without  the  books  here  to  verify  them,  I  would 
say  it  is  correct. 

Q.  But  A-99,  showing  a  surplus  of  $42,000,  you 
say,  time  after  time,  was  analyzed? 

A.     That  is  correct.  Those  figures  are  correct. 

Q.     So  the  surplus  in  A-49  is  correct,  then? 

The  Clerk:    A-99. 

Q.    (By  Mr.  Griffin  continuing)  :    A-99? 

Mr.  LeSourd:  Objected  to  as  argumentative.  He 
testified  they  were  both  correct. 

The  Court:    Objection  sustained. 

Q.  (By  Mr.  Griffin  continuing)  :  Mr.  Taylor,  will 
you  tell  the  jury  how  an  item  upon  the  same  day 
— take  a  simple  one — of  notes  payable,  differing  as 
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they  do  in  the  two  exhibits,  can  be  correct?  Just 

explain  it  to  the  jury. 

A.  Two  types  of  notes  in  the  way  you  handle 
your  ledger.  You  might  post  something  to  a  notes 
payable  account  that  is  an  absolute  note,  signed, 
and  then  have  a  contract  come  in  that  hasn't  been 
signed  yet,  but  it  goes  [4218]  into  accounts  payable, 
or  to  drafts  payable,  or  to  something  else,  temporar- 
ily. When  you  analyze  it,  you  combine  the  two  into 
one  account  as  a  note  because  it  has  proceeded  into 
the  form  of  a  note. 

Q.  Mr.  Taylor,  did  you  analyze  at  the  year-end 
for  the  purpose  of  balancing  your  books  or  of  mak- 
ing a  foundation  for  income  tax  returns  ? 

A.  Here  is  a  definite  set-up  of  the  sheets  that 
were  made  up,  and  as  far  as  I  know,  without  the 
copy  of  the  tax  return,  this  is  what  the  tax  return 
was  made  from,  and,  if  I  remember  correctly,  this 
tax  return  was  audited  in  1939,  and  we  had  no  de- 
ficiencies as  I  remember. 

Mr.  Griffin:     May  the  question  be  read,  please? 

The  Court:     Mr.  Reporter,  read  the  question. 
(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

The  Witness:    I  think  I  answered  the  question. 

Mr.  Griffin:  Will  you  mark  this  financial  state- 
ment for  identification,  please? 

The  Clerk:  Defendants'  Exhibit  No.  A-101 
marked  for  identification. 

(Defendants'  Exhibit  No.  A-101  marked  for 
identification.) 
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Mr.  Griffin:  I  am  passing  some  of  these  other 
[4219]  years. 

Q.  (By  Mr.  Griffin)  :  Handing  you  Exhibit  A-101 
for  identification,  I  will  ask  you  if  this  is  a  financial 
statement  prepared  by  you  and  delivered  to  Mr. 
Forster  as  of  December  31,  1940? 

A.  This  appears  to  be  a  carbon  copy  of  financial 
statement.  It  doesn't  have  any  perforations  on  the 
edges  so  that  this  was  probably  not  delivered  to  Mr. 
Forster,  but  it  is  probably  a  copy  of  the  1940  finan- 
cial statement. 

Q.     Prepared  by  you? 

A.     I  would  say  it  was  prepared  by  me,  yes. 

Mr.  LeSourd:    Same  objection. 

The  Court:  Objection  overruled.  A-101  may  be 
admitted. 

(Defendants'  Exhibit  A-101  admitted  in  evi- 
dence.) 

Q.  (By  Mr.  Griffin) :  On  Exhibit  A-101,  financial 
statement,  December  31,  1940,  of  Issaquah  Cream- 
ery Company,  I  notice  among  assets,  Hans  Forster 
contract,  $106,203.90,  what  is  that  item,  Mr.  Taylor? 

A.  You  are  kind  of  testing  a  fellow's  memory 
in  fourteen  years.  [4220] 

Q.     That  wasn't  the  purpose  of<tfHy  question. 

Mr.  Griffin:  I  will  withdraw  the  question  at  the 
present  time.  Maybe  we  can  get  it  over  the  noon 
hour. 

A.     I  don't  know  what  it  is  right  at  the  moment. 

Mr.  Griffin:  I  will  state,  if  I  may,  the  purpose  of 
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the  question  to  help  the  witness,  if  the  Court  please. 

Q.  (By  Mr.  Griffin) :  Of  practically  all  these 
■tatements,  under  liabilities,  there  has  been  a  Hans 
Forster  account,  and  now,  in  1940,  under  assets,  we 
get  an  asset  account  of  $106,000  so  that,  if  you  will, 
perhaps  be  prepared  to  tell  us  about  that  at  the 
noon  recess. 

A.  You  might  dig  through  the  records  and  find  the 
work  sheet  that  ties  with  that.  It  might  help  a  little. 

Mr.  Griffin:  Will  you  mark  this  one  for  identi- 
fication, please? 

The  Clerk:  Defendants'  Exhibit  A-102  marked 
for  identification. 

(Defendants'  Exhibit  A-102  marked  for  iden- 
tification.)  [4221] 

Q.  (By  Mr.  Griffin) :  Handing  you  A-102  for  iden- 
tification, I  will  ask  if  this  is  the  profit  and  loss 
statement  and  balance  sheet  for  November  30,  1941  ? 

Mr.  Cox:     Of  Issaquah? 

Mr.  Griffin:    Of  Issaquah,  yes. 

A.     On  further  consideration,  it  is  my  work  sheet. 

The  Court:  Is  it  your  answer,  Mr.  Taylor,  that 
that  was  the  profit  and  loss  statement  and  balance 
sheet,  or  just  the  work  sheet? 

The  Yv7itness:  Any  time  they  are  on  that  kind 
of  paper,  it  is  my  special  paper,  you  can  always 
tell  I  made  them. 

The  Court:  My  question  was,  you  said  it  was 
your  work  sheet,  and  the  question  was,  was  it  a 
profit  and  loss  statement  and  balance  sheet? 

The  Witness:    May  I  see  it?  I  was  just  glancing 
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at  it.  I  didn't  want  to  delay  so  that  I  said  "Yes". 

(Whereupon,   document  was  handed  to  the 
witness.) 
The  Witness:    (Continuing)    Yes. 
Mr.  LeSourd:     Same  objection,  your  Honor. 
The  Court:    Has  it  been  offered? 
Mr.  Griffin:    I  am  offering  it,  yes. 
The  Court:    Have  you  the  same  objection?  [4222] 
Mr.  LeSourd:     Same  objection. 
The  Court:    The  objection  may  be  noted.  The  ob- 
jection will  be  overruled. 

(Defendants'  Exhibit  No.  A-102  admitted  in 
evidence.) 
Mr.  Griffin:    I  have  just  one  question  on  this,  if 
the  Court  please. 

Q.    (By  Mr.  Griffin)  :     Exhibit  102  shows  a  loss 
for  November  of  $8,997.26,  doesn't  it? 
A.     That  is  correct. 
Mr.  Griffin:     It  is  recess  time. 
The  Court:    Ladies  and  Gentlemen  of  the  Jury: 
We  will  now  take  the  noon-day  recess,  and  the 
Court  calls  your  attention  to  the  admonition  given 
you  on  similar  occasions,  and  asks  that  you  heed 
it  on  this  occasion. 

You  may  now  be  excused  until  1:45. 

(Whereupon,  the  Jury  retired  from  the  court 
room.) 
The  Court:    You  may  step  down. 
The  Witness:    Thank  you. 

(Whereupon,  the  witness  withdrew  from  the 
witness  chair.) 
The  Court:     Court  will  recess  until  1.45.   [4223] 
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(Whereupon,  at  12:17  o'clock  p.m.  a  rec 
was  had  in  the  within-entitled  and  numbered 
cause  until  1:45  o'clock  p.m.,  April  20,  1954,  at 
which  time,  counsel  and  defendants  heretofore 
noted  being  present,  the  following  proceedings 
were  had,  to-wit:) 
The  Court:    You  have  nothing,  Mr.  Griffin? 
Mr.  Griffin:    No,  your  Honor. 
The  Court :    You  may  call  the  Jury. 

(Whereupon,  the  Jury  was  returned  to  the 
courtroom.) 
The  Court:    Yrou  may  be  seated.  It  is  stipulated 
that  the  jury  and  all  defendants  are  present  in  the 
courtroom  ? 

Mr.  Griffin:    Yres,  your  Honor. 
Mr.  Moriarty:    Yes,  your  Honor. 
The  Court:    You  may  proceed,  Mr.  Griffin. 
Q.    (By  Mr.  Griffin) :    Mr.  Taylor,  over  the  noon 
recess,  did  you  recall  that  this  change  that  you  car- 
ried Mr.  Foster  of  $106,000  was  at  the  time  of  the 
break-oft*  between  Issaquah  and  Alpine? 

A.     May  I  see  the  exhibit,  Mr.  Griffin,  please? 
Mr.  Griffin:     Exhibit  A-101,  please. 

(Whereupon,  exhibit  was  handed  to  Mr.  Grif- 
fin  [4224]   by  the  Clerk,  and  in  turn  handed 
to  the  witness  by  Mr.  Griffin.) 
A.    (Continuing)     It  is  my  opinion  that  that  is 
the  clearing  account  between  the  Alpine  Dairy  and 
the  Issaquah  Creamery  Company,  which  would  be 
in  the  form  of  an  account  receivable. 

Mr.  Griffin:    Will  you  mark  this  balance  sheet  of 
August  31,  1945,  please  ? 
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The  Clerk:  Defendants'  Exhibit  A-103  marked 
for  identification. 

(Defendants'  Exhibit  A-103  marked  for  iden- 
tification.) 

Q.  (By  Mr.  Griffin)  :  Handing  you  Exhibit  A-103 
for  identification,  I  will  ask  you  if  this  is  the  bal- 
ance sheet  as  prepared  by  you  for  Alpine  Dairy, 
August  31,  1945? 

A.  This  appears  to  be  my  copy  of  the  balance 
sheet  and  profit  and  loss  taken  from  my  private 
files. 

Q.     Prepared  by  you? 

A.     Prepared  by  me,  yes. 

Mr.  Griffin:    I  offer  A-103. 

Mr.  LeSourd:  We  make  the  same  objection,  your 
Honor.  Improper  cross-examination  and  irrelevant 
and  immaterial. 

The  Court:  Objection  overruled.  A-103  may  be 
admitted.  [4225] 

(Defendants'  Exhibit  A-103  admitted  in  evi- 
dence.) 

Q.  (By  Mr.  Griffin):  A-103,  Mr.  Taylor,  you 
show  as  of  August  31,  1945, — you  show  a  net  worth, 
Hans  Forster,  $37,732.54,  don't  you,  Alpine  Dairy 
account  %  A.    Yes,  that  is  correct. 

Mr.  Griffin:    Will  you  mark  this  sheet,  please? 

The  Clerk:  Defendants'  Exhibit  A-104  marked 
for  identification. 

(Defendants'  Exhibit  A-104  marked  for  iden- 
tification.) 

O.    (By  Mr.  Griffin)  :     Handing  you  Exhibit  A- 
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104  for  identification,  I  will  ask  you  if  this  is  Un- 
balance sheet,  Alpine  Dairy,  as  prepared  by  you, 
December  31,  1948? 

Mr.  Obenour:     1948? 

A.     Yes,  this  appears  to  be  out  of  my  files. 

Q.  (By  Mr.  Griffin):  Prepared  for  Mr.  Forster 
of  Alpine  Dairy,  wasn't  it? 

A.  That  was  prepared  from  my  files.  He  may 
have  got  an  original  of  it. 

Q.  Did  you  deliver  to  Mr.  Forster  once  each 
month,  as  you  have  heretofore  testified,  a  profit  and 
loss  statement,  [4226]  and  a  balance  sheet  for  these 
various  enterprises?  A.     That  is  correct. 

Q.  And  did  you  make  some  special  ones  for  your 
files  that  you  didn't  deliver. 

A.     If  I  wanted  to. 

Q.  Different  from  the  ones  you  delivered  to  Mr. 
Forster  ? 

A.     I  didn't  say  that,  Mr.  Griffin. 

Q.     I  am  asking  you. 

A.     I  said  I  wouldn't  say  that. 

Q.     I  am  asking  you  if  you  did? 

A.     I  did  not. 

Mr.  Griffin :     All  right.  I  offer  A-104. 

Mr.  LeSourd:     Same  objection,  your  Honor. 

The  Court:  Objection  overruled.  Exhibit  A-104 
may  be  admitted. 

(Defendants'  Exhibit  A-104  admitted  in  evi- 
dence.) 

Q.    (By  Mr.  Griffin) :     A-104,  Mr.  Taylor,  as  of 
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December  31,  1948,  Alpine  Dairy  Balance   Sheet, 

shows  net  worth  in  what  amount0? 

A.     $124,654.45. 

Q.  Thank  you;  now,  it  says  "Deduct  With- 
drawals," is  that  $34,784.42?  [4227] 

The  Court:     What  was  the  amount  again? 

Mr.  Griffin:  I  inquired,  if  the  Court  please.  I 
am  not  sure  of  the  first  figure.  I  think  it  is  $34,- 
784.42.  I  am  asking.  It  has  been  written  over. 

A.  My  interpretation  of  it,  after  all  the  working 
over  of  it,  would  be  withdrawals  were  $24,784.42. 

Q.  (By  Mr.  Griffin)  :  What  withdrawals  are  re- 
ferred to  upon  that  sheet,  Exhibit  A-104? 

A.  To  the  best  of  my  recollection,  it  would  be 
estimated  income  tax  payments  and  possibly  the 
payment  in  March  of  the  tax  for  the  year  1947 
charged  to  Mr.  Forster's  personal  account. 

Q.  But  nothing  upon  that  balance  sheet  to  show 
what  any  single  item  of  withdrawal  was,  is  there? 

A.  I  don't  believe  that  that  is  essential,  on  a 
balance  sheet. 

Q.  I  am  just  asking  you,  Mr.  Taylor ;  that  there 
is  nothing  on  that  balance  sheet  for  those  thousands 
of  dollars  you  have  referred  to  that  shows  a  single 
item  of  what  a  withdrawal  is,  is  that  right? 

A.  This  being  the  Alpine  Dairy,  individual  own- 
ership of  Hans  Forster,  anyone  looking  at  this 
would  know  it  was  Mr.  Forster's  withdrawals. 

Q.  Mr.  Taylor,  there  isn't  a  single  item  on  the 
sheet  as  prepared  that  shows  a  single  withdrawal 
of  a  single  amount,  is  there? 
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A.     Except  right  there. 

Q.    Except  the  total? 

A.     Yes,  that  is  right. 

Q.     Where  did  you  get  that  information  ? 

A.     From  the  ledger. 

Q.  And  where  did  you  get  the  information  from 
the — to  put  on  the  ledger? 

A.     Prom  the  journal. 

Mr.  Griffin:  Now,  will  you  mark  for  identifica- 
tion this  consolidated  statement  of  Hans  Forster, 
December  31,  1948,  please? 

The  Clerk:  Defendants'  Exhibit  A-105  marked 
for  identification. 

(Defendants'  Exhibit  No.  A-105  marked  for 
identification.) 

Q.  (By  Mr.  Griffin)  :  Handing  you  Exhibit  A-105 
for  identification,  I  will  ask  you  what  that  is,  Mr. 
Taylor? 

A.  Somebody  very  foreign  from  me  prepared 
this  statement. 

Q.     You  didn't  prepare  that  one? 

A.  I  did  not  prepare  it  as  I  can  see  nothing 
about  [4229]  it  that  is  familiar. 

Q.  Your  testimony  is  definite,  sir,  that  you  did 
not  prepare  it? 

A.  Unless  you  can  bring  any  other  documents 
that  will  bring  this  to  my  attention.  Can  you  bring 
me  another  document? 

Q.  You  have  no  recollection  of  having  prepared 
Exhibit  A-105  for  identification? 

A.    Not  right  at  the  minute,  no. 
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Q.  Did  you  prepare  for  Mr.  Forster,  or  for 
anyone,  a  consolidated  statement  of  the  year-end, 
December  31,  1948,  segregating  the  assets  of  Mr. 
Forster  Alpine  Dairy,  Issaquah  Creamery,  Finstad 
and  Utgard,  Seattle — Renton  Ice,  and  other  prop- 
erties of  Mr.  Forster? 

A.  I  would  say  that  my  files  would  show  whether 
I  prepared  such  a  statement  or  not  and  they  should 
be  produced  in  this  court  room  for  me  to  look  at. 

Q.  Mr.  Taylor,  in  preparation  for  this  trial,  you 
have  gone  over  all  the  files  available  in  the  Govern- 
ment's office  and  in  the  office  of  Bogle,  Bogle  and 
Gates,  haven't  you? 

A.  Mr.  Griffin,  when  I  saw  those  files,  I  felt 
ashamed  of  myself  to  think  that  anybody  would 
throw  files  around  like  they  were  a  lot  of  scratch 
paper.  One  [4230]  of  the  most  disgusting  things 
I  ever  saw  was  when  I  saw  those  files. 

Mr.  Griffin:  May  the  question  be  read,  if  the 
Court  please? 

The  Court:     Mr.  Reporter,  read  the  question. 
(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

A.  (Continuing)  I  would  say  that  the  Govern- 
ment made  the  files  that  they  had — what  they  did 
have — a  very  small  portion  of  what  I  took  to  Issa- 
quah— they  made  them  available  to  us,  and  the  only 
time  that  I  ever  was  in  Kachlein's  office  to  look  at 
the  files  was  yesterday  afternoon. 

Q.  (By  Mr.  Griffin)  :  You  knew  that  your  at- 
torneys, in  preparation  for  this  trial,  were  in  that 
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office,  and  the  files  made  available  to  them,  eve 

thing  that  there  was,  don't  you? 

A.     You  say  everything  that  there  was? 

Q.     Everything  that  there  was,  yes. 

A.  Everything  there  was  that  they  retained 
after  they  got  through  playing  with  the  files. 

Q.  Now,  going  back  to  my  question:  have  you 
any  recollection  as  of  today  in  making  a  consolid- 
ated statement  as  of  December  31,  1948,  of  Hans 
Forster 's  [4231]  assets,  including  but  segregating, 
Issaquah  Creamery,  Alpine  Dairy,  Finstad  and  Ut- 
gard  ? 

A.  As  I  have  testified,  if  I  prepared  such  a  docu- 
ment, it  would  have  been  in  my  files,  and  you  could 
produce  it.  I  have  no  recollection  of  any  like  that, 
but  if  I  did,  you  have  it  in  the  files. 

Q.  And  you  don't  recognize  Exhibit  A-105  for 
identification  as  prepared  by  you,  is  that  correct  ! 

A.     Not  at  this  sitting,  I  don't  remember  it. 

The  Court:  A-105  for  identification  is  a  docu- 
ment which  covers — which  would  be  comparable  to 
the  statement  you  outlined  in  your  question,  Mr. 
Griffin? 

Mr.  Griffin :  Yes,  your  Honor.  It  is  headed  "Hans 
Forster  Consolidated  Statements,   12-31-48". 

Q.  (By  Mr.  Griffin) :  Mr.  Taylor,  did  you  ever 
make  for  Hans  Forster  a  consolidated  statement  of 
his  business  interests? 

A.     May  I  see  that  before  I  make  an  answer? 
(Whereupon,  document  was  handed  the  wit- 
ness by  Mr.  Griffin.) 
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A.  (Continuing)  I  cannot  recollect  without  work- 
ing papers. 

Mr.  Taylor,  if  you  were  to  make  a  consolidated 
statement  as  of  Hans  Forster,  December  31,  1948, — 
and  [4232]  you  are  the  man  that  was  keeping  the 
ledger — you  wouldn't  need  any  working  papers, 
would  you? 

A.  Mr.  Griffin,  every  paper  that  I  prepared  had 
working  papers  to  prove  any  changes  that  might 
have  been  made  on  the  statement.  If  that  statement 
was  prepared,  there  are  working  papers  in  my  hand- 
writing that  will  show  that  very  same  thing  in 
pencil  writing. 

Q.     My  question  is: 

That,  having  kept  the  ledger,  you  didn't  require 
any  working  paper  to  take  off  a  financial  statement 
at  that  year-end,  did  you? 

A.     I  always  used  working  papers. 

Q.  And  you  consider  the  working  paper  an  es- 
sential part  then  of  the  bookkeeping  system  that  you 
maintained,  is  that  right? 

A.  I  might  say  they  are  very  essential  to  your 
cross-examination. 

Q.  You  considered  the  working  papers,  to  which 
you  have  referred,  a  part  of  the  books,  didn't  you? 

A.  Part  of  the  working  papers  that  are  neces- 
sary to  answer  questions  that  you  are  putting  to  me. 

Q.  And,  necessarily,  to  anyone  inspecting  the 
books  and  records  maintained  by  you  to  be  able 
to  analyze  them,  is  that  correct? 
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A.  They  would  be  very  helpful,  extremely  help- 
ful. [423:5] 

Q.  Now,  having  begun  with  1932  on  the  balance 
sheets  and  profit  and  loss  statements  that  you  pre- 
pared from  year  to  year,  and  down  into  1945,  was 
there  any  time,  Mr.  Taylor — can  you  give  a  single 
statement  that  you  delivered  to  Mr.  Forster — bal- 
ance sheet — upon  which  lie  could  depend  as  to  what 
his  actual  and  true  assets  and  true  liabilities  were? 

A.  Absolutely.  The  statements  delivered  to  Mr. 
Forster  showed  exactly  what  the  ledger  showed,  and 
they  were  correct,  so  far  as  all  the  information  that 
I  received. 

A.  And  in  going  back  to  the  December  31,  1935, 
which  of  the  two  statements  referred  to  there  would 
your  ledger  show? 

A.  Mr.  Griffin,  in  preparing  balance  sheets  and 
profit  and  loss  statements,  there  are  two  distinct 
principles  to  work  on;  you  work  first  to  fit  the 
regulations  of  the  United  States  Treasury  Depart- 
ment. That  is  your  first  and  foremost  duty.  Num- 
ber one. 

Number  two :  a  man  who  is  fighting  critical  finan- 
cial conditions  must  prepare  financial  statements 
for  banks  and  credit  institutions  to  show  the  near- 
est to  his  net  worth  that  he  possibly  can  the  true 
value  of  his  assets.  Many  times,  appraisals  are 
necessary  to  develop  that,  and  that  way,  sometimes 
credit  statements,  [4234]  financial  statements,  to 
banks,  while  they  are  absolutely  true,  will  be  dif- 
ferent from  the  Federal  Income  Tax  Statement. 
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Q.  You  were  conscious,  then,  were  you,  in  pre- 
paring these  statements,  that  you  owed  an  obligation 
to  the  United  States  Government  to  prepare  them 
correctly  ? 

A.     They  were  prepared  correctly. 

Q.     My  question  is: 

You  were  conscious  of  that  obligation,  were  you? 

A.     I  took  care  of  it,  yes,  sir. 

Q.  Were  you  conscious  of  your  obligation  to 
your  client,  Hans  Forster,  that  you  should  make 
true  statements  to  the  Government,  or  anyone? 

A.  I  think  that  can  be  answered  this  way:  there 
are  two  people  that  should  be  conscious  of  making 
statements  to  the  United  States  Government. 

Mr.  Griffin:  Your  Honor,  may  the  question  be 
read? 

The  Court:    Mr.  Reporter,  read  the  question. 
(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

A.  (Continuing)  I  so  did,  to  the  best  of  my 
ability.  [4235] 

Q.  (By  Mr.  Griffin) :  And  you  were  conscious 
of  that  obligation  as  an  accountant  of  Mr.  Forster, 
is  that  right? 

A.     That  was  taken  care  of,  yes,  sir. 

Q.     Now,  going  back  to  my  other  question: 

Which  of  the  statements  of  December  31,  1935, 
one  of  which  you  delivered  to  the  Bank,  Peoples, 
and  the  other  which  you  delivered  to  the  Stanwood 
Bank — which  of  those  statements  showed  upon  your 
ledger  ? 


United  States  of  America  2005 

(Testimony  of  L.  Hicks  Taylor.) 

Mr.  LeSourd:  Now,  if  your  Honor  please,  we 
can  go  over  and  over  this  again,  and  I  will  object 
to  it  as  repetitious.  He  said  one  of  them  reflects  the 
basis  for  these  assets  for  tax  purposes,  and  the 
other  reflects  an  appraisal  of  the  correct  form  for 
credit  purposes.  It  is  simply  repetitious,  and  talc- 
ing time. 

The  Court:  I  don't  believe  it  is  clear.  The  Court 
will  overrule  the  objection. 

You  are  referring,  Mr.  Griffin,  are  you  specifically 
to  the  one  year? 

Mr.  Griffin :  Yes,  the  one  year  1935,  Exhibits 
A-95  and  Exhibit  65. 

Mr.  LeSourd:  Will  you  hand  the  witness  the 
exhibits  so  that  he  knows  what  he  is  talking  about? 

The  Witness:    Also  the  ledger  for  1935,  please. 

The  Court :  The  ledger  is  not  in  evidence,  is  that 
correct  ? 

Mr.  Griffin:  The  ledger  is  not  in  evidence,  no, 
your  Honor. 

Q.  (By  Mr.  Griffin) :  Mr.  Taylor,  did  you  de- 
liver the  ledger  kept  by  you  to  the  Issaquah  Cream- 
ery ?  A.     Absolutely. 

Q.     For  the  year  1935? 

A.  From  1928  clear  through  to  1950,  in  Feb- 
ruary. 

Q.     How  about  including  March  31,  1950  f 

A.    It  is  possible. 

Q.  Do  you  recall  that  you  made  a  balance  sheet 
for  March  31,  1950?  A.     I  believe 
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Q.     (Interposing)  And  profit  and  loss  statement? 

A.    I  believe  I  made  one,  February  28th. 

There  may  be  March,  also.  I  am  not  positive. 

Q.  Handing  you  Exhibits  A-95  and  A-65,  which 
of  those  statements  was  taken  from  your  ledger 
maintained  for  that  period? 

A.     They  both  were. 

Q.  They  both  were;  very  well.  Each  to  a  bank, 
weren't  they;  Bank  of  Stanwood  and  Peoples 
Bank? 

A.     I  think  I  testified  to  that,  yes.  [4237] 

Q.  So  that  they  were  each  written  then,  for  the 
same  purpose,  weren't  they? 

A.     Credit  purposes,  yes. 

Q.  Why  would  they  so  disagree,  if  the  evidence 
shows,  and  they  show,  the  one  from  the  other,  then  ? 

A.  The  correct  statement  to  the  bank  at  Stan- 
wood  was  made  for  credit  purposes  based  on  the 
market  value.  The  other  to  the  Peoples  Bank  was 
just  a  straight  take-off. 

Q.     What  do  you  mean,  a  "straight  take-off"? 

A.     A  take-off  of  the  record. 

Q.  And  the  other  one,  do  I  understand,  you 
manipulated  ? 

A.  We  placed  the  value  of  the  assets  at  the 
market,  and  no  manipulation. 

Q.  Which  figures  did  you  use  for  tax  purposes, 
then? 

A.  I  can't  tell  you  which  of  those  went  on  the 
tax  return,  because  they  are  not  relative  to  it. 
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Q.    The  statement  of  profit  and  loss  for  the  year 

ending  December  31,  1935,  is  not  relevant? 

A.  Neither  one  of  those  statements  have  any- 
thing to  do  with  the  tax  return. 

Q.  Did  you  adjust  figures  for  the  purpose  of 
tax  returns?  [4238] 

A.  If  they  were  necessary  to  make  the  profit 
correctly. 

Q.  Mr.  Taylor,  how  can  you  adjust  cash  on  hand 
for  the  purpose  of  any  return1? 

A.  There  are  many,  many  ways  of  doing  that 
in  the  course  of  a  statement.  There  might  be  war- 
rants showing  in  the  cash  account.  There  might 
be  some  N.S.F.  checks  being  held  in  the  cash  ac- 
count to  be  transferred  to  another  account.  There 
are  various  ways  a  cash  account  can  be  adjusted  to 
a  true  actual  cash  on  hand. 

Q.  What  was  the  true,  actual  cash  on  hand,  De- 
cember 31,  1935,  where  you  show  debit,  $6,213.76 
in  one  and  in  the  other,  cash  on  hand,  $2,197.93  \ 

A.     I  believe  I  testified  to  that  this  morning. 

Q.  Now,  in  addition  to  preparing  the  income 
tax  returns  for  Mr.  Forster,  and  his  corporations, 
and  the  family  and  the  excise  tax  returns  to  the 
State,  you  also  prepared  the  excise  tax  returns  for 
the  City  of  Seattle,  didn't  you? 

A.     They  all  went  in  a  sentience,  yes. 

Q.  And  you  had  the  handling  for  Mr.  Forster's 
corporations  of  the  payments  for  the  annual  license 
fees  for  the  State  of  Washington,  didn't  you  I 

A.     Annual  license  fees? 
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Q.     Corporate  license  fees?  [4239] 

A.  Well,  I  presume  I  filled  them  out  and  mailed 
them  to  Hans  to  mail  a  check  in.  The  secretary 
generally  does  that. 

Q.  Did  you  fill  them  out  for  Mr.  Forster  to  mail 
a  check  in,  or  did  you  make  the  checks  out  ? 

A.  Oh,  if  my  recollection  is  right,  I  mailed  them 
to  Issaquah  and  the  checks  were  mailed  from  there. 

It  is  possible  that  they  mailed  the  check  back  to 
me,  and  I  mailed  it  in.  I  don't  know.  That  is  try- 
ing to  remember,  'way  back. 

Q.  The  receipts  for  corporate  taxes,  Issaquah 
Creamery  Company,  went  to  you  at  501  Textile 
Tower,  didn't  they? 

A.  Oh,  yes ;  they  were  mailed  to  me.  Yes,  some- 
times they  would  be  sent  in,  too. 

Q.  And  you  attempted — you  were  at  times  in 
default  in  the  payment  of  the  corporate  license  fee, 
weren't  you? 

A.  Not  unless  the  check  was  delayed  from  Issa- 
quah. 

Q.  Were  you  in  default  at  times  for  payment 
of  your  lice7isp  fees  to  the  State  of  Washington? 

A.  Not  unless  Issaquah  was  slow  in  mailing  it 
to  me. 

Q.  You,  also,  Mr.  Taylor,  took  care  of  the  con- 
ferences with,  and  in  making  out  the  detailed  list 
of  [4240]  personal  property  for  the  King  County 
Assessor,  King  County? 

A.     I  may  have  done  that.   I  did  a  lot  of  things. 
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Q.    You  did  that  through  all  the  years,  didn't 

you*? 

A.  Not  all  the  years.  The  last  few  years  Mr. 
Forster  handled  it  himself. 

Q.     You  did  it  for  a  meat  many  years,  sir? 

A.     I  would  say  so,  yes. 

Mr.  LeSonrd:  It  seems,  if  your  Honor  please, 
we  are  going  farther  and  farther  afield.  I  don't 
know  whether  my  sustaining  objection  is  still  re- 
maining to  this. 

Mr.  Griffin:     This  is  a  different  line. 

The  Court:     I  wouldn't  think  so. 

Mr.  LeSourd:  Then  I  wish  to  raise  the  same 
objection  to  this,  irrelevant  and  immaterial  and 
improper  cross-examination. 

Mr.  Moriarty:  We  join  in  that  objection.  It  is 
going*  to  personal  property  taxes. 

The  Court:    Is  there  a  question  pending  here? 

Mr.  Griffin:     No,  your  Honor. 

May  I  suggest,  he  testified  on  direct  to  the  great 
amount  of  work  he  did,  and  what  he  wasn't  paid, 
and  I  am  showing  a  great  deal  more  work.  [4241] 

Mr.  LeSourd:  If  that  is  Mr.  Griffin's  purpose,  I 
will  stipulate  to  it,  but  we  are  going  into  extraneous 
things. 

The  Court:  As  soon  as  the  question  is  put,  you 
may  object. 

Mr.  LeSourd:  I  tried  to,  but  it  was  answered 
before  I  could  get  my  objection  in. 

Q.     (By  Mr.  Griffin)  :    You  filed  the  corporate — 
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you  prepared  the  incorporation  papers  for  Simon- 
son  and  Forster,  did  you  not? 

A.  It  is  my  recollection  that  I  copied  the  Issa- 
quah  Creamery  charter,  and  mailed  it  in  because 
they  didn't  want  to  hire  an  attorney.  I  received  no 
fees  for  it. 

Q.  My  question  was:  you  prepared  the  corpora- 
tion papers  for  Simonson  and  Forster? 

A.     I  so  stated. 

Q.  You  prepared  the  pricing  under  O.P.A., 
didn't  you?  A.     Will  you  state  for  whom? 

Q.     Issaquah  Creamery?  A.     I  did  not. 

Q.     You  didn't  have  anything  to  do  with  that? 

A.  I  may  have  typed  up  something,  but  I  [4242] 
knew  nothing  about  costs  or  prices. 

Q.  By  the  way,  speaking  about  your  knowing 
anything  about  costs  and  pricing,  you  typed  up  the 
basic  report  to  the  Office  of  Price  Administration 
in  regard  to  the  pricing  of  Issaquah  Creamery, 
didn't  you? 

A.  In  what  year?  You  might  let  me  see  the 
document.   Maybe  I  could  tell  you  better. 

The  Court:  Mr.  Taylor,  the  questions  are  put 
and  counsel  will  object  if  they  think  it  is  not 
proper,  and  you  may  give  your  answer  and  explain 
it,  if  you  wish,  but  this  is  not  a  conversation  you 
are  carrying  on. 

Q.  (By  Mr.  Griffin) :  Do  you  recall  that  you 
prepared  the  O.P.A.  pricing,  Mr.  Taylor? 

A.     No,  I  do  not,  without  seeing  the  documents. 
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The  Clerk:  Defendants'  Exhibit  A-106  marl-: 
for  identification. 

(Defendants'  Exhibit  No.  A-106  marked  for 
identification.) 

Q.  (By  Mr.  Griffin) :  Did  yon  obtain  additional 
gasoline  during  O.P.A.  period  for  your  own  use 
due  to  your  work  at  Issaquah  Creamery?  [4243] 

A.  Yes,  it  appears  to  me  they  moved  me  from 
an  "A"  card  to  a  "B"  card  so  that  I  could  run  out 
to  Issaquah. 

Q.  Handing  you  A-106  for  identification,  I  will 
ask  you  if  you  dictated  the  original  of  that? 

A.  Yes,  I  wrote  this  up.  The  copy  of  it  you 
have  made  sometime. 

Mr.  LeSourd:  May  I  ask  Mr.  Griffin  why  the 
actual  carbon  copy  wasn't  brought  into  evidence, 
rather  than  the  copy  having  been  made  of  it  ? 

Mr.  Griffin:  Because  that  is  the  only  document 
that  I  found  in  connection  with  that  particular  mat- 
ter in  the  file. 

Mr.  Cox:  I  show  a  letter  on  the  same  subject 
on  the  Alpine  letterhead. 

Mr.  Griffin:  This  says  "copy,"  and  that  is  the 
reason.  I  searched  certain  of  these  boxes,  and  this 
is  the  only  one  I  found.  That  is  answering  your 
question, — the  only  one  I  found. 

Mr.  LeSourd :  The  witness  identified  it  as  a  copy, 
so  that  I  will  not  object  to  it  on  that  ground.  I 
think  it  is  completely  irrelevant  and  immaterial, 
and  I  object  to  it  on  that  ground,  and  improper 
examination. 
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Mr.  Moriarty:  The  Government  joins  in  the  ob- 
jections and  asks  the  Court  to  note  the  date.  [4244] 

The  Court:  I  am  inclined  to  sustain  the  objec- 
tion. 

Mr.  Griffin:  Does  not  your  Honor — it  is  offered 
as  an  impeaching  document  of  the  witness's  testi- 
mony. I  am  concerned  only  with  Mr.  Taylor's  own 
dictation  of  the  first  half  of  it.  I  am  not  concerned 
about  getting  gasoline  at  all,  but  only  his  descrip- 
tion of  himself,  and  his  relationship. 

The  Court:  In  view  of  the  nature  of  the  appli- 
cation and  all,  I  believe  it  is  the  type  of  letter, 
and  the  ostensible  purpose  of  a  letter  of  that  char- 
acter might  not  serve  to  be  particularly  relevant 
to  the  issue  here  involved. 

Mr.  Griffin:  May  I  ask  the  question  if  he  did 
not  describe  himself  as 

Mr.  LeSourd:     (Interposing)  Just  a  moment. 

Mr.  Griffin:  I  will  not  make  a  statement  that  is 
either  offensive  or  that 

The  Court:     (Interposing)  You  may  proceed. 

Mr.  Griffin:  May  I  ask  a  question  incorporating 
his  own  description  of  himself,  as  to  whether  he 
so  did? 

The  Court:  I  believe  not,  Mr.  Griffin.  I  think 
that  would  be  subject  to  the  same  objection  that  I 
believe  may  be  made  properly  to  this  exhibit.  [4245] 

Mr.  Griffin:  Hold  this  one  out,  because  I  want 
it  later. 

Q.  (By  Mr.  Griffin)  :  You  handled  for  Mr.  For- 
ster, did  you  not,  and  drafted  milk  agreements  with 
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the   Seattle   Milk   Shippers'  Association   and  Issa- 

quah  Creamery? 

A.  Without  copies  of  documents,  I  couldn't  tes- 
1  i  IV  to  it.  I  am  not  sure. 

Q.  You  advised  Mr.  Forster  in  an  advisory  ca- 
pacity, did  you  not,  as  to  whether  he  should  sign 
agreements  with  the  Seattle  Milk  Shippers'  Associ- 
ation ? 

A.  That  is  a  rather  new  departure.  I  didn't 
know  that  I  advised  him  about  how  he  should  sell 
or  buy  milk. 

Mr.  Griffin:  Will  you  mark  this  for  identifica- 
tion, please? 

The  Clerk:  Defendants'  Exhibit  No.  A-107 
marked  for  identification. 

(Defendants'  Exhibit  No.  A-107  marked  for 
identification.) 

Q.  (By  Mr.  Griffin) :  Handing  you  Exhibit  A- 
107  for  identification,  I  will  ask  you  what  that  is, 
Mr.  Taylor? 

A.  It  is  my  recollection  that  this  was  typed,  and 
this  agreement  is  the  property  of  the  Seattle  Milk 
Shippers'  [4246]  Association,  and  this  was  typed, 
and  handed  to  me,  but  never  went  beyond  that,  and 
remained  in  my  files,  as  far  as  I  can  recollect  it. 

Mr.  Griffin:  Will  you  mark  this  sheet  for  iden- 
tification ? 

The  Clerk:  Defendants'  Exhibit  A-108  marked 
for  identification. 

(Defendants'  Exhibit  No.  A-108  marked  for 
identification.) 
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Q.  Handing  you  Exhibit  A-108  for  identifica- 
tion, Mr.  Taylor,  is  this  your  handwriting? 

A.    You  missed  one.  That  is  not  my  handwriting. 

Q.     None  of  it? 

A.     No.  That  I  see  on  there,  at  all. 

Q.     Sir? 

A.     I  don't  see  my  handwriting  on  there,  at  all. 

Q.  Did  you  attend  any  meetings  of  the  Seattle 
Milk  Advisory  Board? 

A.  Yes,  I  was  the  buffer  for  Mr.  Forster.  I 
went  and  attended  a  number  of  times. 

Q.  Correspondence  from  the  Seattle  Milk  In- 
dustry Board  was  directed  to  you? 

A.     Sometimes,  yes. 

Q.  And  the  same  is  true  of  the  Seattle  Milk 
Shippers'  Association?  [4247] 

A.  So  far  as  I  know,  they  were  both  the  same. 
I  am  not  sure. 

Q.  And  now,  down  until  after  you  were  sen- 
tenced, the  relationship  between  you  and  Mr.  For- 
ster was  very  close,  was  it  not? 

A.    In  a  business  way,  to  some  extent,  yes. 

Q.     In  a  business  way?  A.     That  is  right. 

Q.     Not  in  a  social  way  ?  A.     No. 

Q.  Well,  for  how  many  years  did  you  have  lunch 
at  the  home  of  Mr.  Forster  when  you  were  out  at 
Forster? 

A.  That  hardly  makes  sociability.  It  was  just 
for  convenience. 

Q.     My  question  was: 
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For  how  many  years  did  you  have  lunch  with  Mr. 
Forster  in  his  home  at  Issaquah? 

A.  Well,  offhand,  on  all  the  times  that  I  went 
to  Issaquah. 

Q.  And  you  have  testified  that  during  those 
luncheons,  you  did  not  discuss  business,  haven't 
you? 

A.  Not  to  any  great  extent  did  we  ever  discuss 
business. 

Q.  Well,  if  your  relationship  was  that  strictly 
of  business  and  not  social,  what  did  you  discuss, 
if  not  [4248]  business? 

A.  Oh,  I  don't  know;  various  things  that  went 
on  around  the  country. — Basketball,  I  think  the  last 
few  years,  because  that  was  the  principal  subject 
of  the  Alpine  Dairy  for  about  ten  years. 

Q.  The  principal  subject  of  the  Alpine  Dairy 
for  about  ten  years  was  basketball,  is  that  right  ? 

A.     That  is  right. 

Q.     Not  milk?  A.     Not  at  his  home,  no. 

Q.  Among  other  things,  Mr.  Taylor,  you  loaned 
money  from  time  to  time  to  the  Issaquah  Creamery, 
did  you  not? 

A.  Well,  unfortunately,  my  financial  position 
was  much  better  than  Mr.  Forster 's,  so  I  did  occa- 
sionally help  him  slightly. 

Q.  Slightly,  you  say;  as  of  1939,  do  you  recall  a 
loan  that  vou  made,  $5,500,  to  Issaquah  Creamery? 

A.     It  is  possible. 

Q.     You  did,  didn't  you? 
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A.  I  don't  just  recollect.  If  I  saw  the  note,  it 
would  refresh  my  mind. 

Mr.  Griffin :    Excuse  me  a  second. 

Will  you  mark  these  three  notes,  if  you  will, 
please,  as  one  exhibit?  [4249] 

The  Clerk:  Defendants'  Exhibit  A-109  marked 
for  identification. 

(Defendants'  Exhibit  A-109  marked  for  iden- 
tification.) 

Q.  (By  Mr.  Griffin) :  Handing  you  Exhibit  A- 
109  for  identification,  I  will  ask  you  what  those  are  % 

A.     Those  are  loans  that  I  made  to  Mr.  Forster. 

Q.     That  is,  notes  evidencing  loans'? 

A.     Notes  evidencing  loans,  yes. 

Q.  And  the  loans  that  you  made  were  based 
more  upon  friendship  and  necessity,  were  they  not, 
than  the  financial  worth  of  the  Issaquah  Creamery 
at  that  time? 

A.  The  early  loans  were  made  because  of  finan- 
cial lack.  The  $5500  loan  I  don't  have  particular 
memory  of.  It  only  ran  for  30  days.  Just  what  it 
was  for,  at  this  time — it  is  only  a  30-day  loan. 

Mr.  Griffin:  I  offer  A-109  simply  because  the 
witness  on  the  stand  asked  to  see  the  notes. 

Mr.  LeSourd:    We  have  no  objection. 

The  Court:  If  there  is  no  objection,  Exhibit  A- 
109  may  be  admitted. 

(Defendants'  Exhibit  A-109  admitted  in  evi- 
dence.) 

Q.     (By  Mr.  Griffin)  :    During  this  same  period, 
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1938-39,  Mr.  [4250]  Forster  was  making  loans  to 

tho  Issaquah  Creamery,  was  lie  not? 

A.     It  is  possible. 

Q.     These  loans  wore  discussed  with  you? 

A.    Possibly  some  of  them. 

Q.  You  prepared  the  notes,  did  you  not,  repre- 
senting the  loans'? 

A.     I  do  not  recollect  for  sure.   I  may  have. 

Mr.  Griffin:  Will  you  mark  these  two  notes  for 
identification,  please? 

The  Clerk:  Defendants'  Exhibit  A-110  marked 
for  identification. 

(Defendants'  Exhibit  No.  A-110  marked  for 
identification.) 

Q.  (By  Mr.  Griffin) :  Handing  you  Exhibit  A- 
110  for  identification,  T  will  ask  you  what  those  two 
documents  are? 

A.  One  note  is  dated  July  6,  1938,  for  $20,000 
loaned  by  Mr.  Forster  to  the  Issaquah  Creamery 
Company  and  marked  "paid";  and  another  dated 
January  3,  1939,  for  $7,000  to  the  Issaquah  Cream- 
ery Company. 

Q.    Your  signature  as  secretary  on  each  one? 

A.     That  is  correct. 

O.     Did  you  prepare  those  notes? 

A.     I  did.  [4251] 

Q.     Was  interest  paid  upon  those  notes? 

A.  I  presume  it  was.  It  would  have  gone 
through  the  journal  if  it  was. 

Q.  Did  you  include  interest  to  Mr.  Forster  in 
the  income  tax  return  upon  those  notes? 
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A.    Yes,  if  he  supplied  it  to  me. 

Q.     My  question  is:  Did  you? 

A.     Yes,  if  he  supplied  it. 

Q.     Did  he  supply  it?  A.     I  don't  know. 

Q.    You  knew  about  the  notes,  didn't  you? 

A.     Yes,  I  knew  about  the  notes. 

Q.  Why  didn't  you  return  the  interest  as  income 
to  Mr.  Forster  whether  he  supplied  it  or  not  if  you 
knew  about  the  notes? 

Mr.  LeSourd:  If  your  Honor  please,  we  object, 
first,  to  the  form  of  the  question,  and,  secondly, 
this  matter  is  completely  irrelevant  and  immaterial 
and  not  proper  cross-examination. 

Mr.  Griffin :    I  will  withdraw  that  question. 

Q.  (By  Mr.  Griffin  continuing) :  Mr.  Taylor, 
you  also  handled  the  purchase  of  office  equipment 
for  Mr.  Forster,  Alpine  Dairy,  Issaquah  Creamery, 
didn't  you? 

A.  I  recommended  the  purchase  of  office  equip- 
ment. [4252] 

Q.  And  you  purchased  office  equipment  on  your 
own  signature  loan? 

A.    I  may  have,  but  Issaquah  paid  for  it. 

Q.  Yes,  but  you  did  the  purchasing  of  the  neces- 
sary office  equipment,  didn't  you? 

A.  If  it  was  necessary,  yes,  after  Mr  Forster 
approved  it. 

Q.  And  you  prepared  the  form  of  sales  books 
and  vouchers  that  were  to  be  used,  didn't  you? 
Issaquah  Creamery  and  Alpine  Dairy? 
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A.  Most  assuredly  I  did.  The  record  shows  it 
plainly. 

Q.  You  also  handled  the  matter  of  contracts  and 
drafting  of  contracts  on  the  sale  of  equipment  by 
the  Essaquah  Creamery,  didn't  you? 

A.  What  is  this  you  are  saying  again?  Will  you 
ask  that  question  once  more? 

Q.  Issaquah  Creamery  sold  equipment  from 
time  to  time,  did  it  not — freezers,  for  example? 

A.    And  you  say  I  prepared  those? 

Q.     My  first  question  is: 

Issaquah  Creamery  was  in  the  business — part  of 
its  business — in  soiling  freezers,  wasn't  it? 

A.  Not  generally,  no.  If  I  prepared  any,  it 
was  [4253]  very  few. 

Q.     Do  you  recall  preparing  any? 

A.     I  might  have  prepared  one  or  two  'way  early. 

Q.     You  did  prepare  them,  didn't  you? 

A.     It  is  possible. 

Q.  You  also  handled  the  matter  of  garnishment, 
did  you  not,  and  collections? 

A.  It  is  possible  that  when  we  first  started  at 
Alpine,  that  I  may  have  handled  the  return  of  them, 
to  talk  to  the  attorneys  to  get  them  cleared  up. 

Mr.  Griffin:     It  is  recess  time. 

The  Court:    Ladies  and  Gentlemen  of  the  Jury: 

We  will  recess  now,  and  the  Court  calls  your  at- 
tention to  the  admonition  given  you  on  similar  occa- 
sions, and  asks  that  you  heed  it  on  this  occasion. 

You  may  now  be  excused. 
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(Whereupon,  the  Jury  retired  from  the  court 
room.) 

(Whereupon,  at  2:47  o'clock  p.m.  a  recess 
was  had  in  the  within-entitled  and  numbered 
cause  until  3:03  o'clock  p.m.  April  20,  1954,  at 
which  time,  Counsel  and  defendants  heretofore 
noted  being  present,  the  following  proceedings 
were  had,  to-wit:) 
The  Court:    You  may  call  the  Jury. 

(Whereupon,  the  Jury  was  returned  to  the 
court  [4254]  room.) 
The  Court :    You  may  be  seated. 
It  is  stipulated  that  the  Jury  and  all  Defendants 

are  in  the  court  room? 

i 

Mr.  Moriarty:     Yes,  your  Honor. 

Mr.  Griffin:    Yes,  your  Honor. 

The  Court :    You  may  proceed,  Mr.  Griffin. 

Mr.  Griffin :  I  understand  I  did  not  offer  Exhibit 
A-110  for  identification,  which  are  the  two  notes 
from  Issaquah  Creamery  Company  to  Hans  For- 
ster. I  now  offer  them. 

The  Court:  If  there  is  no  objection,  they  may  be 
admitted. 

(Defendants'  Exhibit  No.  A-110  admitted  in 
evidence.) 

Mr.  Griffin:  I  may  describe  them,  if  the  Court 
please.  One  note  is  dated  July  6,  1938,  $20,000  pay- 
able two  years,  Issaquah  Creamery  Company  to 
Hans  Forster,  signed  Hans  Forster,  President,  L. 
Hicks  Taylor,  Secretary;  and  the  other,  January  3, 
1939,  $7,000,  ditto. 
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Q.     (By  Mr.  Griffin) :  Now,  did  Mr.  Forster  give 

you  the  amount  of  interest  paid  on  those  notes,  Mr. 
Taylor?  A.     I  do  not [4255] 

Mr.  LeSourd:  (Interposing)  Objected  to  as  ir- 
relevant and  immaterial. 

The  Court:    Objection  sustained. 

Q.  (By  Mr.  Griffin):  Did  you  include  the  in- 
terest paid  upon  those  notes? 

Mr.  LeSourd:     Same  objection. 

Mr.  Griffin:     Just  a  moment. 

Mr.  LeSourd:    Excuse  me. 

Q.  (By  Mr.  Griffin  continuing)  :  In  Mr.  Fo li- 
ster's tax  return? 

Mr.  LeSourd:     Objected  to  as  irrelevant. 

The  Court:     Objection  sustained. 

Q.  (By  Mr.  Griffin  continuing)  :  You  handled 
the  matter  and  advised  on  the  matter  of  leasing 
various  properties  by  Mr.  Forster,  didn't  you,  Mr. 
Taylor?  A.    It  is  possible. 

Q.    Is  it  possible,  or  is  it  a  fact? 

A.  Without  a  statement  of  what,  I  wouldn't  re- 
member. 

Q.  You  have  no  recollection,  then,  of  assisting, 
or  drafting,  in  any  leases  for  Mr.  Forster?  By 
''Mr.  Forster"  I  mean  any  of  his  enterprises. 

A.  I  don't  recollect  without  having  my  mem- 
ory [4256]  refreshed  a  little  as  to  what  they  were. 

Q.  Bid  you  have  anything  to  do — put  it  this 
way :  Did  you  take  care  of  the  matter  of  claims  un- 
der insurance  policies,  damage  to  equipment  and 
trucks  ? 
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A.     I  think  Mr.  Meek  handled  all  that. 

Q.  Did  you  take  care  of  the  matter  of  the  licens- 
ing of  trucks? 

A.  I  think  Mr.  Meek  testified  that  he  handled 
all  that.  I  don't  believe  I  ever  obtained  a  license 
for  a  truck  that  I  remember. 

Q.  Did  you — were  the  insurance  policies  on  the 
trucks  deposited  with  you? 

A.     I  haven't  any  recollection  of  them  being. 

Q.  Were  you  advised  from  time  to  time  when 
trucks  had  been  disposed  of  so  that  you  could 
obtain  a  correct  inventory? 

A.  I  believe  that  Mr.  Meek  now  and  then  would 
contact  me  if  a  truck  was  disposed  of,  and  we 
would  check  the  information. 

Q.  On  October  5th  of  1949,  did  you  have  a  con- 
ference with  Mr.  Hagstrom  in  regard  to  a  pro- 
posed insurance  plan  for  Mr.  Forster? 

A.    It  is  my  recollection  that  I  did,  yes. 

Q.  In  what  capacity  were  you  acting  in  that 
connection?  [4257] 

A.  I  believe,  if  I  remember  correctly,  that  Mr. 
Forster  didn't  want  the  policy,  and  asked  me  to 
kind  of  diplomatically  tell  him  so. 

Q.     Did  you?  A.     Well,  I  did  my  best, 

Q.  Did  Mr.  Forster  ever  purchase  any  real  es- 
tate about  which  he  did  not  confer  with  you? 

A.     Oh,  yes.    Considerably. 

Q.    What? 

A.     Oh,   all  the  real   estate   around  the   Alpine 
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Dairy.   He  handled  that  himself,  or  through  some- 
body else.   I  didn't  know  about  it. 

Q.  I  think  you  testified  that  you  advised  Mr. 
Bezeau  of  Alpine  Dairy  to  send  these  discount 
checks  to  Issaquah.  That  is  because  they  had  not 
been  cashed,  is  that  correct? 

A.     To  return  them  to  Mr.  Erickson,  yes. 

Q.    At  Issaquah?  A.    Yes. 

Q.     For  what  purpose,  Mr.  Taylor? 

A.     Cancellation. 

Q.  Did  you  instruct  Mr.  Erickson  how  to  cancel 
a  check  that  had  not  been  cashed? 

A.     I  didn't  need  to.   He  knew  how. 

Q.    And  you  knew  how?  [4258] 

A.     I  don't  know. 

Q.     Do  you  know  how? 

A.     I  think  I  could  accomplish  it,  yes. 

Q.  And  uncashed  checks  payable  to  a  third  party 
should  be  cancelled,  should  they  not? 

A.     Correct. 

Q.     How?  A.    By  destroying  it. 

The  Clerk:  Defendants'  Exhibit  No.  A-lll 
marked  for  identification. 

(Defendants'  Exhibit  No.  A-lll  marked  for 
identification.) 

Q.  (By  Mr.  Griffin) :  You  wrote  all  the  checks 
on  Arctic  Gardens,  didn't  you,  Mr.  Taylor? 

A.     Quite  correct. 

Q.  Handing  you  Exhibit  A-lll  for  identifica- 
tion, what  is  that? 

A.     That    is    a    check    to    the    Peoples    National 
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Bank,  written  by  me  on  April  30,  1947,  and  it  is 

my  opinion  that  that  is  marked  "void,"  is  it  not? 

Q.    What  is  the  amount? 

A.  $3,934.51.  I  might  explain  that  in  handling 
merchandise  with  the  Peoples  Bank,  it  was  neces- 
sary to  release  warehouse  receipts.  They  called  me 
on  a  warehouse  [4259]  receipt,  and  I  wrote  this 
check  according  to  their  instructions.  When  it 
cleared,  it  was  for  less  money  and  they  charged  the 
account  with  it  and  returned  this  check  to  me,  and 
I  voided  it. 

Mr.  Griffin:    I  offer  A-ll  for  identification. 

The  Clerk:    A-lll. 

Mr.  Griffin:    A-lll,  pardon  me. 

Mr.  LeSourd:  We  fail  to  see  the  materiality  of 
it,  your  Honor,  and  object  to  it  on  that  ground,  and 
improper  cross-examination. 

The  Court:  I  am  inclined  to  sustain  the  objec- 
tion. Does  it  have  relationship  only  to  the  last 
answer  ? 

Mr.  Griffin:  No.  To  the  interrogation  that  Mr. 
Erickson  knew  how  to  void  checks,  and  he  knew 
how  to  void  checks,  and  he  says  this  check  is  voided. 
I  am  curious  to  find  out  how  he  voided  it. 

The  Court:  In  view  of  the  objection,  the  Court 
will  sustain  the  objection. 

Mr.  Griffin :    This,  of  course,  is  within  the  period. 

The  Court:  Yes,  but  it  has  nothing  to  do  with 
the  issue  involved,  only  as  to  his  testimony  regard- 
ing voiding  of  a  check:  is  that  correct? 

Mr.  Griffin:     No,  ho  testified  he  ordered   [4260] 
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Bezeau  to  send  the  discount  checks  upon  which 
Government  is  relying  to  Jssaquah,   and   evidence 
develops  that  those  checks  were  not  voided. 

The  Court:  The  fact  he  may  have  not  voided 
one  of  his  own  checks  wouldn't  mean  he  didn't 
know  how. 

Mr.  Griffin:  Well,  only  to  the  extent  he  is  the 
accountant  and  said  Erickson  knew  how.  If  he 
didn't  do  his  own 

The  Court:  (Interposing)  Well,  the  Court  will 
sustain  the  objection. 

Mr.  Griffin:     All  right. 

Q.  (By  Mr.  Griffin)  :  You  drew  the  agreement, 
did  you  not,  as  far  as  Arctic  Gardens  was  con- 
cerned, between  Mr.  Forster  and  Mr.  Brehm? 

A.  I  think,  if  you  will  look  up  the  records,  you 
will  find  that  Leon  Wolf  stone  formed  that  corpora- 
tion and  took  care  of  the  legal  matters  pertainine; 
to  it. 

Q.  I  didn't  refer  to  the  incorporation,  but  to  the 
agreement  between  Mr.  Forster  and  Mr.  Brehm: 
did  you  draft  that  agreement? 

A.  I  don't  know,  unless  you  can  refresh  my 
memory. 

Mr.  Griffin:  Will  you  mark  this — excuse  me,  a 
minute.  [4261] 

(Whereupon,  there  was  a  brief  pause.) 

Mr.  Griffin:  (Continuing)  Will  you  mark  this 
document  for  identification,  please? 

The  Clerk:  Defendants'  Exhibit  A-112  marked 
for  i  den, tifi  cation. 
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(Defendants'  Exhibit  A-112  marked  for  iden- 
tification.) 

Q.  (By  Mr.  Griffin)  :  Handing  you  Exhibit  A- 
112  for  identification,  what  is  that,  Mr.  Taylor? 

A.  I  am  afraid  it  doesn't  give  me  any  thought 
of  what  it  covers. 

Q.     Whose  handwriting  is  it,  Mr.  Taylor? 

A.  This  is  my  handwriting,  but  I  don't  recollect 
what  it  ties  onto. 

Q.  The  handwriting  and  the  figure  below  the 
tape  are  yours? 

A.  Oh,  yes.  Those  are  mine,  but  I  don't  recol- 
lect what  it  ties  onto. 

Q.  Would  it  refresh  your  recollection  if  it  is 
suggested  that  the  adding  machine  tape  is  taken 
from  the  building  cash  register,  or  the  cash  register 
building  account? 

Mr.  LeSourd:  Objection,  your  Honor,  to  matters 
that  are  not  proper  cross-examination  and  [4262] 
irrelevant  and  immaterial. 

The  Court:  This  comment  is  to  refresh  your 
recollection. 

Mr.  LeSourd:  The  comment  indicates  it  is  going 
into  a  matter  not  covered  on  direct,  and  irrelevant 
and  immaterial  to  this  case. 

The  Court :  I  am  not  sufficiently  informed  at  this 
time  to  know. 

Mr.  Griffin:    It  is  preliminary. 

A.     No,  it  doesn't  clear  anything,  to  me. 

The  Court:  This  is  merely  an  answer  to  the 
question  about  refreshing  recollection. 
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Mr.  Griffin:     Yes. 

Will  yon  mark  for  identification  this  top,  which 
I  lore  off? 

The  Clerk:  Defendants'  Exhibit  No.  A-113 
marked  for  identification. 

(Defendants'  Exhibit  No.  A-113  marked  for 
identification.) 

Q.  (By  Mr.  Griffin) :  Handing  yon  A-113  for 
identification,  Mr.  Taylor,  which  I  tore  off  of  this 
before  I  handed  it  to  you,  that  is  not  in  your  hand- 
writing, is  it? 

A.     No,  this  is  not  in  my  handwriting. 

Q.  Does  it  refresh  your  recollection  now  as  to 
what  [4263]  the  tape  on  A-112  is  above  your  hand- 
writing? 

A.  I  would  assume  from  this  that  it  had  some- 
thing to  do  with  the  building  account,  but  I  can't 
say  positively  because  I  do  not  remember  the 
figures. 

Q.  What  was  to  be  the — you  had  a  conference, 
did  you  not,  in  regard  to  the  building  account  with 
the  Peoples  Bank? 

Mr.  LeSourd:  Objected  to,  your  Honor,  as  im- 
proper cross-examination  and  irrelevant  and  imma- 
terial. 

The  Court:    This  is  the  building  account? 

Mr.  Griffin :  Of  the  Alpine  Dairy  on  which  testi- 
mony in  chief  by  the  witness  from  the  Peoples 
Bank  showed  that  they  suggested  that  a  separate 
building  account  be  set  up.  That  was  the  Govern- 
ment's case. 
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Mr.  Moriarty:  We  join  in  the  objection,  your 
Honor.  Immaterial,  and  improper  cross-examina- 
tion. 

Mr.  Griffin:  It  is  preliminary  to  what  I  want 
to  reach. 

Mr.  LeSourd:  Well,  what  he  wants  to  reach  is 
obviously  in  connection  with  an  utterly  immaterial 
matter  that  wasn't  covered  in  direct  examination 
at  all. 

The  Court:  Well,  the  fact  that  it  may  not  have 
been  covered  doesn't  mean  it  wouldn't  be  relevant. 
I  haven't  any  knowledge  of  what  the  matter  ulti- 
mately shown  here  is,  and  the  Court  will  overrule 
the  objection  on  the  [4264]  representation  it  is  a 
preliminary  question. 

Q.     (By  Mr.  Griffin) :    Mr.  Taylor 

Mr.  Griffin:  Strike  that.  I  offer  Exhibit  A-112 
at  the  present  time,  limited  solely  to  the  handwrit- 
ing identified  by  the  witness. 

Mr.  LeSourd:  We  object  to  it,  your  Honor,  on 
the  ground  there  has  been  no  identification  that 
would  indicate  the  relevancy  or  materiality  of  it, 
and  improper  cross-examination. 

Mr.  Moriarty:  We  join  in  the  objection,  if  your 
Honor  please. 

The  Court:    Sustain  the  objection. 

Mr.  Griffin :  Would  your  Honor  look  at  the  iden- 
tified portion? 

(Whereupon,  proposed  exhibit  was  handed  to 
the  Court  by  Mr.  Griffin.) 

The  Court:    I  don't  see  any  relevancy,  Mr.  Grif- 
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fin.   If  you  wish  to  discuss  it  in  the  absence  of  the 
Jury  at  a  later  time,  the  Court  will  hear  from  you, 
if  you  wish  to  re-offer  it  then. 

Mr.  Griffin:  I  am  dealing  with  one  of  the  most 
relevant  things  in  the  case,  and  that  is  Account  198. 
That  is  why  these  questions  have  been  preliminary, 
to  reach  that  point.  [4265] 

Mr.  LeSourd:  Well,  I  say,  if  your  Honor  pjlease, 
if  that  was  so  important,  Counsel  should  have  shown 
it  as  part  of  his  case.  To  drag  something  in  on  cross- 
examination  that  this  witness  cannot  identify  to 
show  relevancy  is  beyond  the  scope  of  the  direct 
examination. 

The  Court:  Well,  I  think  I  will  adhere  to  the 
ruling  at  this  time,  and  hear  the  matter  when  we 
recess  if  you  wish  to  make  a  further  showing,  Mr. 
Griffin. 

Mr.  Griffin:    Very  well. 

Q.  (By  Mr.  Griffin) :  You  spoke  of  appraisals 
of  equipment  and  property,  Mr.  Taylor.  In  connec- 
tion with  those  appraisals,  there  were  disputes, 
were  there  not,  as  to  the  cost  of  appraisals  ? 

A.     Nothing  that  I  remember  anything  about. 

Q.  As  a  matter  of  fact,  you  handled  the  dis- 
putes ? 

A.     I  have  forgotten  it,  if  I  did. 

Q.  You  drafted  the  agreements,  did  you  not, 
under  which  Green  Pastures  was  acquired  by  Mr. 
Forster  ? 

A.  I  don't  recollect  unless  you  can  refresh  my 
memory. 


2030  Hans  Forster  vs. 

(Testimony  of  L.  Hicks  Taylor.) 

Q.  You  handled,  did  you  not,  the  matter  of  the 
application  for  license  to  the  State  of  Washington 
and  the  Federal  Government  in  connection  with  the 
handling  [4266]  of  wine  and  beer? 

A.     For  whom? 

Q.     Issaquah  Creamery  Company. 

A.  It  is  possible  that  I  might  have  participated 
in  it. 

Q.     You  have  no  recollection? 

A.     I  don't  remember,  offhand,  no. 

Mr.  Griffin:  Will  you  mark  these  two  sheets, 
please  ? 

The  Clerk:  Defendants'  Exhibit  A-114  marked 
for  identification. 

(Defendants'  Exhibit  A-114  marked  for  iden- 
tification.) 

Q.  (By  Mr.  Griffin) :  Handing  you  Exhibit  A-114 
for  identification,  I  will  ask  you  what  that  is? 

I  call  your  attention  to  the  back  sheet.  Turn  it 
over,  if  you  will.  There  is  some  writing  on  there. 

A.     Yes;  that  is  dated  March  15,  1936. 

Q.     Does  it  refresh  your  recollection? 

A.     Yes,  it  does,  Mr.  Griffin. 

Q.    You  did  handle  the  matter? 

A.     Yes,  I  remember  it  now. 

Mr.  Moriarty:  The  Government  objects  to  the 
introduction.  [4267] 

Mr.  Griffin :    I  haven't  offered  it. 

Mr.  Moriarty:  Oh,  you  haven't.  We  will  object, 
then. 
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Mr.  Griffin:  I  will  not  offer  it.  I  simply  used  it 
to  refresh  recollection. 

Q.  (By  Mr.  Griffin):  Now,  Mr.  Taylor,  in  addi- 
tion to  the  accounting  work  that  you  did  from  the 
time  that  Mr.  Forster  became  associated  with  Issa- 
quah  Creamery  to  and  including  March  31,  1948, — 
pardon  me,  1950, — you  assisted  Mr.  Forster  in  these 
matters  that  you  testified  to  on  direct  examination 
and  upon  cross-examination,  didn't  you? 

A.     A  good  many  of  them,  yes. 

Q.  Was  there  any  accountant  upon  whom  Mr. 
Forster  relied  during  that  entire  period  of  time 
except  L.  Hicks  Taylor? 

A.     I  am  sure  he  relied  upon  me,  yes. 

Q.  You  took  pride,  did  you  not,  in  being  asso- 
ciated with  the  Issaquah  Creamery  Company? 

A.     I  most  assuredly  did. 

Mr.  Griffin :    Will  you  mark  this,  please  ? 

The  Clerk:  Defendants'  Exhibit  A-115  marked 
for  identification. 

(Defendants'     Exhibit     No.     [4268]     A-115 
marked  for  identification.) 

Q.  (By  Mr.  Griffin)  :  Handing  you  Exhibit  A-115 
for  identification,  I  will  ask  you  what  that  is? 

A.  This  is  a — I  don't  know  what  you  call  it — a 
list  of  recipes  and  a  picture  of  the  Issaquah  Cream- 
ery Company,  and  I  even  have  my  picture  in  it.  It 
is  a  good  ad. 

Q.  A  brochure,  would  you  say,  of  the  Issaquah 
Creamery  Company  ? 

A.    You  may  call  it  what  you  like. 
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Q.  What  do  you  mean,  it  is  a  good  ad,  Mr. 
Taylor?  A.     A  good  ad. 

Mr.  Moriarty:  If  it  is  offered  for  impeachment 
purposes,  I  think  Counsel  ought  to  make  a  state- 
ment, and  the  only  purpose  in  which  it  might  be 
offered  is  on  impeachment  purposes. 

Mr.  Griffin:  The  only  purpose  for  which  it  is 
offered  is  to  show  the  relationship  of  Mr.  Taylor  to 
the  Issaquah  Creamery  Company. 

Mr.  Moriarty:    He  already  admitted  that. 

Mr.  Griffin:  Not  as  I  understand  his  testimony. 
Excuse  me  a  second.  At  the  bottom  of  the  first  page 
and  [4269]  turning  over  to  the  next  page,  if  the 
Court  please. 

Mr.  Moriarty:  That  is  also  1942,  if  your  Honor 
please. 

(Whereupon,  proposed  exhibit  was  handed  to 
the  Court  by  Mr.  Griffin.) 

The  Court:  I  am  inclined  to  sustain  the  objec- 
tion, Mr.  Griffin. 

Q.  (By  Mr.  Griffin)  :  You  drafted  Mr.  Forster's 
first  will  for  him,  didn't  you,  Mr.  Taylor? 

A.     I  believe  so,  yes,  a  simple  will. 

Q.  You  were  the  named  executor  in  the  will  that 
was  in  existence  until  after  these  troubles  arose, 
weren't  you? 

A.  It  is  possible  when  Mr.  Forster  left  for 
Switzerland,  or  when  he  planned  it,  he  didn't  have 
a  will  of  any  kind.  I  suggested  him  to  an  attorney 
and  have  one  filled  out,  but  he  didn't  care  to,  and  I 
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had  a  simple  will   in  my  office  that  I  filled  out   for 
liiui  to  sign. 

Q.  When  was  it  that  Mr.  Forster  went  to  Switz- 
erland that  you  arc  referring  to? 

A.  Well,  possibly  around  1937  and  back  in  there. 
I  don't  remember  the  date  of  the  preparation  of  the 
will. 

Q.  Your  relationship  with  Mr.  Forster  was  so 
[4270]  close  that  you  wired  him  to  cable  you  if  he 
was  sale  on  landing,  didn't  you  ! 

A.  I  believe  that  in  1937,  it  is  possible  that  that 
is  the  case.  I  am  not  sure. 

Mr.  Griffin:    Will  you  mark  this  cable,  please? 

The  Clerk:  Defendants'  Exhibit  A-116  marked 
for  identification. 

(Defendants'  Exhibit  A-116  marked  for  iden- 
tification.) 

Q.  (By  Mr.  Griffin) :  Handing  you  A-116  for 
identification,  and  referring  only  to  this  cable,  I 
will  ask  you  what  that  is,  Mr.  Taylor? 

A.  It  must  have  been  something  connected  with 
me.  My  name  is  all  over  it,  but  I  haven't  written 
any  of  it. 

Q.     No?  A.     So 

Q.  (Interposing)  Does  it  refresh  your  recollec- 
tion that  you  sent  a  cable  to  Mr.  Forster  inquiring 
whether  he  was  safe  in  Switzerland? 

A.  It  does  refresh  my  recollection  to  this  ex- 
tent: the  war  had  commenced  over  there,  and  we 
had  information  here  that  Forster  might  not  get 
out  of  [4271]  Switzerland,  and  the  group  of  us  got 
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together  and  decided  we  should  try  to  determine 
what  his  condition  was,  and  I  believe  that  was  the 
reason  for  this  cable. 

Q.     Signed  by  you? 

A.  Well,  it  must  have  been,  although  that  is  not 
my  writing. 

Q.     It  would  be  'phoned  in? 

A.     Possibly.  I  don't  recollect  that. 

Q.  And  at  that  time,  you  held  a  power  of  attor- 
ney from  Mr.  Forster  during  his  absence,  didn't 
you? 

A.  Without  seeing  it,  I  couldn't  say,  for  certain. 
I  am  not  positive  of  that. 

Q.  You  had  charge  of  his  business  while  he  was 
gone  on  that  trip? 

A.  There  were  three  or  four  parties  who  had 
charge  of  various  departments  at  the  time,  if  any 
difficulties  arose.  I  was  to  sit  in,  and  see  what  was 
the  best  thing  to  do. 

Q.  By  the  way,  you  mentioned,  with  reference  to 
an  Arctic  Gardens  check  of  fifty  dollars  and  seven- 
teen cents,  that  it  would  have  cost  you  three  cents 
to  send  the  17  cents;  do  you  recall? 

A.     Yes,  I  remember  very  well. 

Q.  As  a  matter  of  fact,  that  was  an  account  at 
the  Peoples  National  Bank  of  Washington,  wasn't 
it?  [4272]  A.    Yes. 

Q.  You  also  had  an  account  in  the  National 
Bank  of  Commerce,  didn't  you? 

A.  I  believe  we  did  have  a  small  account;  I  am 
not  sure. 
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Q.  Do  you  recal]  that  you  closed  out  that  ae- 
count,  as  well?  A.    It  is  possible. 

Q.     And  didn't  remit? 

A.     How  much  was  it? 

Q.     I  am  asking  if  you  recall? 

A.    I  don't  remember  that,  no. 

Mr.  Griffin:  Will  you  mark  this  for  identifica- 
tion, please? 

The  Clerk:  Defendants'  Exhibit  A-117  marked 
for  identification. 

(Defendants'  Exhibit  A-117  marked  for  iden- 
tification.) 

Q.  (By  Mr.  Griffin)  :  Handing  you  Exhibit  A-117 
for  identification,  I  will   ask  you  what  that  is  '. 

A.  The  Arctic  Gardens  had  a  small  account  in 
the  National  Bank  of  Commerce,  the  reason  being 
that  this  combination  of  the  Arctic  Gardens  and 
Mr.  Brehm  dealt  with  the  National  Bank  of  Com- 
merce and  Mr.  Forster  with  the  [4273]  Peoples 
Bank,  and  they  each  had  their  loans  respectively 
in  the  banks  and  it  was  necessary  to  carry  a  small 
balance  there  to  take  care  of  interest  payments  and 
possibly  demand  notices  and  we  carried  a  small 
account  for  a  small  time,  and  then  in  1948,  when 
it  was  not  necessary  to  carry  that  account,  I  closed 
this  out  and  from  the  looks  of  the  check,  credited 
it  to  my  services  account.  It  is  $64.57. 

Q.  The  question,  Mr.  Taylor, — can  we  put  it 
this  way:  that  this  is  a  statement  of  the  National 
Bank  of  Commerce  with  a  cancelled  check  attached  ? 

A.     That  is  correct,  made  out  to  me. 
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Q.     Made  out  by  you  to  yourself,  is  that  right? 

A.     That  is  right. 

Mr.  LeSourd:    We  have  no  objection. 

Mr.  Griffin:    I  offer  A-117. 

Mr.  Moriarty:     No  objection. 

The  Court :    A-117  may  be  admitted. 

(Defendants'  Exhibit  A-117  admitted  in  evi- 
dence.) 

Q.  (By  Mr.  Griffin) :  The  check  was  cashed — 
was  made  by  you  for  Arctic  Gardens  payable  to  L. 
Hicks  Taylor,  is  that  right?  A.     Yes. 

Q.  And  deposited  to  your  personal  account, 
wasn't  [4274]  it! 

A.  I  deposited  all  my  checks  to  my  personal 
account,  yes. 

Q.  That  is,  you  got  the  proceeds  of  that  check, 
didn't  you? 

A.  That  is  correct.  I  testified  I  applied  it  to  my 
fees. 

Q.  Pardon  me,  Mr.  Taylor,  you  were  never  in- 
terrogated about  that  check,  were  you? 

Mr.  LeSourd:  I  will  object  to  that  as  argumenta- 
tive. He  was  interrogated  a  few  moments  ago,  and 
said  he  applied  it  to  his  services. 

The  Court:    Well,  the  objection  is  overruled. 

Q.  (By  Mr.  Griffin)  :  You  were  never  interro- 
gated until  just  now  about  this  check,  Exhibit  A- 
117,  were  you? 

A.     I  don't  remember  of  it,  no. 

Q.  You  were  interrogated  and  testified  about  a 
check  for  one  hundred  and  fifty  dollars  and  fifty 
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dollars  and  seventeen  cents,  which  you  referred  to? 

A.  Yes,  all  the  checks  I  received  I  earned,  don't 
forget  it. 

Q.  The  $64.57  check  you  did  not  account  to  to 
Mr.  Forster,  did  you,  Mr.  Taylor? 

A.     I  had  the  approval  of  Mr.  Brehm.  [4275] 

Q.     Which  Mr  Brehm  is  that,  please,  Mr.  Taylor? 

A.     Mr.  Brehm  was  the  partner  in  this  company. 

Q.     His  name  is  what? 

A.     Edward  Brehm. 

Q.     Edward  Brehm  approved  your  drawing 

A.  (Interposing)  They  both  knew;  they  both 
knew. 

Q.  Just  a  moment,  Mr.  Taylor.  Edward  Brelun 
approved  your  drawing  this  check  and  depositing 
it  to  your  personal  account,  did  he? 

A.     Sure. 

Q.    At  the  time  it  was  drawn? 

A.     I  would  say  so. 

Q.  Your  relationship  wTith  Mr.  Forster,  Mr. 
Taylor,  from  your  first  acquaintance  until  at  least 
April,  1950,  was  one  of  close  personal  confidence, 
wasn't  it? 

A.     Very  close,  until  the  21st  of  April. 

Q.    And  even  he  knew 

Mr.  Griffin:     Strike  that. 

Q.  (By  Mr.  Griffin  continuing) :  After  you  had 
pled  guilty  to  income  tax  evasion,  you  knew  Mr. 
Forster  advised  with  your  parole  officer,  didn't  you? 

A.    Yes,  I  knew  it.  [4276] 

Q.     And  still  asserted  his  whole  belief  in  you  I 
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A.  Until  the  21st  day  of  April.  We  had  words 
the  21st  day  of  April  coming  from  Conway. 

I  have  had  "How  do  you  do"  with  Mr.  Forster 
since  the  21st  day  of  April,  supposedly,  and  pub- 
lished as  a  best  friend  and  trusted  financial  adviser 
in  the  newspapers,  but  when  Mr.  Kachlein  got  ahold 
of  him,  I  have  not  heard  from  Mr.  Forster  since. 

Q.  You  were  Mr.  Forster 's  trusted  and  best 
friend  and  financial  adviser,  weren't  you? 

A.  It  must  have  been  fine  when  he  wouldn't  get 
in  touch  with  me  after  the  21st  day  of  April. 

It  must  have  been  very  close. 

Q.  I  am  inquiring  down  until  the  date  you  gave, 
April  21,  1950;  until  that  time  you  were  the  close, 
personal  adviser  and  friend  of  Hans  Forster  and 
he  of  you,  isn't  that  true? 

A.  How  does  poison  spread  so  fast?  The  21st 
day  of  April  we  left  each  other  friends,  and  we 
have  not  had  over  three  words  since  that  time,  be- 
cause his  mind  was  poisoned  by  my  former  attorney. 

Q.     My  question  is,  Mr.  Taylor 

A.  (Interposing)  I  am  answering  what  actually 
happened. 

The  Court:  If  you  will  listen  to  the  question, 
and  [4277]  then  you  may  answer. 

The  "Witness:  All  right.  I  apologize  to  you, 
Judge. 

Q.  (By  Mr.  Griffin)  :  My  question  is,  Mr.  Tay- 
lor, until  the  date  that  you  fix,  April  21,  1950,  you 
and  Mr.  Forster  were  the  closest  of  personal 
friends,  and  vou  as  his  chiof  advisor? 
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That  is  true,  isn't  if? 

A.  I  was  his  accountant,  not  his  chief  adviser. 
There  were  others  who  took  part  with  Mr.  Forster 
in  the  advice  of  his  affairs. 

Q.    Were  you  very  close  friends? 

A.    We  were  not  close  social  friends  at  all. 

Q.    Were  you  close  business  friends'? 

A.    We  were  fairly  close  business  friends,  yes. 

Q.  And  going  back  now  to  my  original  question : 
you  knew  that  he  had  conferred  with  the  parole 
officer,  your  parole  officer,  after  you  had  pled  guilty 
and  still  asserted  faith  that  you  weren't  wilfully  at 
fault,  didn't  he? 

A.     Yes,  and  he  was  truthful. 

Q.  And,  Mr.  Taylor,  even  after  the  investiga- 
tion started  upon  Mr.  Forster 's  books  that  had 
been  maintained  by  you,  you  are  aware  of  the  fact 
that  Mr.  Forster  [4278]  asserted  to  the  Revenue 
Agents  that  he  did  not  believe  that  you  could  be 
guilty,  didn't  he? 

Mr.  Moriarty:  Objected  to  as  not  proper  cross- 
examination  and  hearsay. 

Mr.  Griffin:  It  was  testified  to  by  the  Reve- 
nue  

The  Court:     (Interposing)   Objection  overruled. 

A.    Why  didn't  he  contact  me? 

Mr.  Griffin:  I  mil  reach  that  eventually,  but 
may  I  have  the  question  read,  please? 

The  Court :    Mr.  Reporter,  read  the  question. 

(Whereupon,  preceding  question  was  read  by 
the  reporter.) 
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A.     (Continuing)  That  was  never  repeated  to  me. 

Q.  (By  Mr.  Griffin) :  You  heard  the  testimony 
in  the  courtroom  in  that  regard? 

A.     I  don't  believe  so. 

Mr.  Moriarty:  Object  to  the  form  of  the  ques- 
tion, if  your  Honor  please,  not  proper  cross-exami- 
nation. 

The  Court:    Objection  sustained. 

Q.     (By  Mr.  Griffin)  :     During  the  years 

Mr.  Griffin:     Strike  that.  [4279] 

Q.  (By  Mr.  Griffin  continuing)  :  You  consid- 
ered Mr.  Forster  as  a  single  client,  didn't  you,  Mr. 
Taylor?  A.     I  did  not. 

Q.  You  considered  him  as  a  single  client  in  this 
sense,  that  he  was  the  Alpine  Dairy? 

A.     Correct. 

Q.  That  he  was  sole  owner  of  Issaquah  Cream- 
ery ?  A.     Correct. 

Q.  That  Simonson  and  Forster  was  one  of  his 
enterprises  ? 

A.  He  did  not  control  that.  Mr.  Simonson  was 
the  one  that  operated  that. 

Q.  My  question  was.  you  considered  Simonson 
and  Forster  as  one  of  his  enterprises? 

A.     One  of  the  eight  enterprises,  yes. 

Q.  One  of  the  ei.^ht ;  Renton  Tee  and  Ice  Cream 
Company?  A.     Yes. 

Q.     Apex  Farms?  A.     Yes. 

Q.    Arctic  Gardens?  A.    Yes. 

Q.     Utgrard — Finstad  and  TTteard? 

A.     Yes. 
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Q.  You  considered,  did  you  not,  that  Mr.  For- 
stcr — that  [4280]  you  were  representing  Mr.  For- 
iter,  who  had  eight  separate  entities  of  which  he 
was  the  sole  proprietor  of  some  and  substantially 
interested  in  the  others?  A.     That  is  right. 

Q.  And  during  the  years  1945  to  1949,  you  were 
paid  slightly  in  excess  of  five  thousand  dollars  a 
year  for  the  services  that  you  rendered,  weren't 
you? 

A.  Probably  it  averaged  about  forty-five  hun- 
dred dollars,  as  I  remember  it. 

Q.    Did  you  ever  average  it,  Mr.  Taylor? 

A.     I  don't  know  that  I  ever  did. 

Q.  Would  you  say  that  it  did  not  average 
slightly  in  excess  of  five  thousand  dollars  a  year  for 
those  years,  considering  Washington  Athletic  Club 
dues  ? 

A.  It  is  possible  it  did.  I  don't  remember.  I 
saw  it  once  here,  but  I  have  forgotten  what  the  fig- 
ures were. 

Q.  Before  the  split-off  of  Alpine,  you  were  mak- 
ing separate  profit  and  loss  statements  and  the  bal- 
ance sheet  for  Alpine  as  operated  by  Tssaquah  as 
well  as  separate  balance  sheets  for  Issaquah  and 
profit  and  loss  statements,  weren't  you? 

A.  I  was  making  one  balance  sheet  and  dis- 
played the  operations  of  Issaquah  and  Alpine  Dairy 
separately.  [4281] 

Q.  Yes;  which  would  be  the  same  situation  if 
you  had  displayed  it  upon  different  sheets,  wouldn't 
it,  as  far  as  work  was  concerned? 
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A.     Oh,  hardly. 

Q.  At  the  time  of  that  separation,  did  you  ad- 
vise Mr.  Forster  that  Mr.  Erickson  could  handle 
the  journal  at  Issaquah? 

A.     He  was  handling  it. 

Q.     I  am  referring  to  the  journal  for  Alpine. 

A.  He  said  he  could  handle  it,  yes,  Mr.  Forster 
did. 

Q.     I  am  asking  you  if  you  said  he  could? 

A.  I  approved  that  he  could,  because  I  knew 
that  he  could. 

Q.  Mr.  Taylor,  will  you  tell  the  Jury  what  Mr. 
Forster  knew  about  a  journal? 

A.     Quite  a  little. 

Q.    What? 

A.    He  used  to  look  it  over  quite  often. 

Q.    You  didn't  have  the  journal,  did  you? 

A.  No,  the  journal  was  out  at  Issaquah.  I  had 
the  ledger. 

Q.  You  had  the  ledger,  yes. 

A.  I  had  the  ledger,  but  the  journal  was  at  Issa- 
quah. [4282] 

Q.  What  did  he  look  at  in  the  journal? 

A.  I  don't  know.  I  have  seen  him  look  at  the 
journal  with  Harold. 

Q.  And  do  you  know  what  they  were  looking  at? 

A.  I  don't  know;  I  never  checked  into  it. 

Q.  You  were  never  curious  what  he  was  looking 
at? 

A.  It  didn't  make  any  difference  to  me. 
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Q.     How  many  times  in  twenty  years  did   y  >U 
ever  see  Mr.  Forster  look  at  the  journal  I 
A.     Oh,  four  or  five  times. 
Q.     That  would  bo  when  you  were  there? 
A.     Yes,  he  might  have  looked  at  it  a  lot  when 

I  wasn't  there.    I  don't  know.  [4283] 

*  #  *  *  # 

L.  HICKS  TAYLOR 

upon  being  recalled  as  a  witness  for  and  on  behalf 
of  the  Defendant  Taylor,  and  having  been  previ- 
ously duly  sworn,  testified  as  follows: 

Cross  Examination — (Continued) 

Mr.  Griffin :    Will  you  mark  this,  please  ? 

The  Court:  Defendants'  Exhibit  A-118  marked 
for  identification. 

(Defendants'  Exhibit  A-118  marked  for  iden- 
tification.) 

Mr.  Griffin:  If  the  Court  please,  I  offer  in  evi- 
dence Court's  Exhibit  A-118  which  is  a  certified 
copy  of  a  deed  from  Hans  and  Evelyn  Forster  to 
Frank  L.  Morris,  dated  January  25,  1946.  This  is 
in  connection  with  the  previous  morning's  testi- 
mony. 

Mr.  LeSourd:  We  make  the  same  objection,  your 
Honor,  we  did  when  this  other  testimony  on  this 
transaction  came  in ;  irrelevant  and  immaterial,  and 
improper  cross-examination. 

The  Court:  That  objection  may  show.  There  is 
no  objection  so  far  as  the  identification  goes. 

Mr.  LeSourd :    No,  no  objection  on  that. 
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The  Court:  Objection  overruled,  and  the  Ex- 
hibit, 118,  may  be  admitted.   [4290] 

(Defendants'  Exhibit  A-118  admitted  in  evi- 
dence.) 

Mr.  Griffin:  I  would  ask  if  it  would  be  stipu- 
lated, to  save  showing  proof,  that  in  the  year  1946 
the  required  revenue  stamps  upon  a  deed  by  the 
Federal  Government  were  $1.10  a  thousand,  and 
by  the  State  of  Washington,  $1.00  a  thousand? 

Mr.  Cox:     That  is  the  current  rate. 

Mr.  Keesling:    I  think  it  is  $1.05. 

Mr.  Griffin:     Very  well. 

Mr.  Cox :  We  can  ascertain  that. 

The  Court:  May  we  proceed  on  that  stipula- 
tion with  the  understanding  that  if  upon  further 
check  that  is  not  correct,  we  can  amend  the  stipu- 
lation ? 

I  take  it,  Mr.  Griffin,  you  have  checked  it? 

Mr.  Le  Sourd:    Have  you  personally  checked  it? 

The  Court:  Is  that  agreeable  to  proceed  on  that 
basis  ? 

Mr.  LeSourd:    I  don't  believe  so,  your  Honor. 

Mr.  Griffin:     All  right. 

May  I  describe  A-118  to  the  Jury,  if  the  Court 
please?  It  is  a  warranty  deed  from  Hans  and  Eve- 
lyn Forster  to  Frank  L.  Morris.  The  stated  con- 
sideration [4291]  is  ten  dollars.  The  deed  is — the 
Notary  upon  the  deed  is  L.  Hicks  Taylor.  The  deed 
bears  documentary  stamps,  State  of  Washington, 
ten   dollars,    five   dollars,   fifty   cents,    and   of   the 
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United  States  Government,  ten  dollars,  five  dollars, 
two  dollars,  five  cents. 

Q.  (By  Mr.  Griffin):  Mr.  Taylor,  are  you  still 
unaware  of  the  requirement  of  documentary  stamps 
upon  a  deed  in  the  year  1946,  both  Federal  and 
State? 

A.    You  are  asking  me  if  I  know  the  rates  ? 

Q.  Yes,  I  am  asking  if  you  are  still  unaware  of 
the  rates? 

A.     I  am  not  aware  of  the  rate. 

Q.  You  purchased  the  stamps  for  the  deed, 
didn't  you,  Mr.  Taylor? 

A.     I  am  afraid  not,  as  I  remember  it. 

Q.     Did  you  take  the  acknowledgment? 

A.     I  took  the  acknowledgment,  yes. 

Q.    And  you  prepared  the  deed,  Mr.  Taylor? 

A.  In  all  probability.  I  might  examine  it  to  be 
sure. 

(Whereupon,  there  was  a  brief  pause.) 

A.  (Continuing)  Yes,  I  prepared  this  deed,  but 
I  had  nothing  to  do  with  the  Revenue  Stamps. 

Q.  Were  the  Revenue  Stamps  on  the  deed  when 
you  [4292]  took  the  acknowledgment? 

A.  They  were  not.  If  you  will  notice,  that  is  filed 
at  the  request  of  F.  L.  Morris. 

Q.     He  was  the  purchaser? 

A.  He  filed  it,  and  he  took  it  to  the  court  house, 
and  he  bought  the  stamps. 

Q.  And  you  represented  both  Mr.  Morris  and 
Mr.  Forster? 
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A.  But  I  did  not  buy  the  stamps,  and  I  did  not 
record  the  deed. 

Q.  Ordinarily,  the  purchaser  records  the  deed, 
doesn't  he,  Mr.  Taylor? 

A.    Yes,  and  ordinarily  he  buys  the  stamps,  too. 

Q.     Sir? 

A.     Ordinarily  he  buys  the  stamps. 

Q.     The  purchaser  ordinarily  buys  the  stamps 

A.     In  this  particular  case,  yes. 

Mr.  Griffin:    Let  me  see  A-16,  please? 

(Whereupon,  document  was  handed  to  Mr. 
Griffin  by  the  Clerk.) 

Q.  (By  Mr.  Griffin)  :  I  understand  that  went 
you  went  out  to  Issaquah,  you  were  supplied  a  tape, 
of  which  A-16  is  one  of  the  tapes  supplied,  is  that 
right  ? 

A.    Yes,  this  is  the  tape;  A-16,  yes.  [4293] 

Q.  And  you  entered  the  figure  from  A-16  into 
your  ledger,  your  control  ledger,  is  that  correct? 

A.     It  is  part  of  the  posting,  yes. 

Q.     What  other  posting  is  there? 

A.     There  is  posting  from  the  journal,  as  well. 

Q.  The  items  on  A-16  are  taken  from  the  jour- 
nal, are  they  not?  A.     That  is  correct. 

Q.  What  items  are  left  off  A-16  from  the  jour- 
nal? A.     The  control  items. 

Q.     How  many  were  those? 

A.  Cash,  bank,  accounts  receivable,  and  accounts 
payable,  and  clearing  account. 

Q.     So,  your  work,  as  I  understand,  was  to  take 
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these  items  off  of  the  tape  and  post   into  the  jour- 
nal   A.     (Interposing)     Yes. 

Q.     (Continuing)     plus  these  three  or  four 

items  from  the  ledger  that  you  have  testified  to,  is 
that  correct?  A.     That  is  correct. 

Q.  And  on  the  same  day  that  you  were  out  there, 
these  were  postings  of  both  Issaquah  Creamery  and 
Alpine  Dairy,  is  that  correct?  A.     Yes. 

Q.  And  after  the  acquisition  of  Alpine  [ce 
Cream  [4294]  Company,  you  also  did  that  posting 
there  at  Issaquah,  did  you  not?  A.     Yes. 

Mr.  LeSourd:     Just  a  moment. 

Q.    (By  Mr.  Griffin) :     So  that 

Mr.  LeSourd:  (Interposing)  If  your  Honor 
please,  the  answer  came  before  I  could  get  an  ob- 
jection in.  I  will  move  to  strike  on  the  ground  of 
improper  cross-examination.  It  is  a  subject  not 
covered  by  the  direct  examination  of  Mr.  Taylor. 

The  Court:     Objection  overruled. 

Q.  (By  Mr.  Griffin  continuing) :  So  that  all 
these  hours  you  spent  at  Issaquah,  you  were  doing 
the  posting  of  three  of  these  enterprises,  limited  to 
the  sort  of  posting  that  is  shown  here,  that  you  just 
testified  to,  is  that  right? 

A.  The  last  five  months  of  1949  included  the 
Issaquah  Ice  Cream  Company, — I  beg  your  pardon, 
Alpine  Ice  Cream  Company,  Incorporated. 

Q.  And,  by  posting,  you  simply  meant  taking 
the  figures  off  of  this  tape  and  writing  them  down 
in  your  control  ledger?  That  was  posting  1 

A.    Posting  the  general  ledger,  yes,  sir. 
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Q.     Now,  my  question  is:  [4295] 

Simply  taking  the  figures  off  of  the  tape,  for 
example,  A-16,  and  writing  those  figures  in  your 
ledger,  that  is  posting? 

A.  I  answered  "Yes,  sir,  posting  the  general 
ledger." 

Q.     Your  answer  is  "Yes,"  is  it? 

A.     I  said  "Yes,  posting  the  general  ledger." 

Q.  What  else  did  you  do  at  Issaquah  Creamery 
that  day? 

A.     That  practically  took  the  day. 

Q.    It  took  you  the  day? 

(Whereupon,  there  was  a  brief  pause.) 

Q.  (Continuing)  It  took  you  the  day  to  post 
twenty-four  items  of  Issaquah  Creamery,  and  27 
items  of  Alpine  Dairy,  plus  the  journal  items  you 
have  mentioned  to  make  those  entries  in  the  ledger, 
did  it? 

A.  You  have  been  playing  around  here  with 
work  sheets.  You  might  note  some  of  those  work 
sheets,  and  see  if  there  was  any  work  on  those. 

Mr.  Griffin:  May  the  question  be  read,  if  the 
Court  please? 

The  Court:    Mr.  Reporter,  read  the  question. 
(Whereupon,  preceding  question  in  two  parts 
was  read  by  the  reporter.) 

A.  (Continuing)  Yes,  in  conjunction  with  the 
[4296]  work  sheets. 

Q.  (By  Mr.  Griffin) :  Did  you  pay  any  par- 
ticular attention  in  your  posting  to  the  second  larg- 
est item  on  Exhibit  A-16,  the  sheet  headed  "Issa- 
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quah,"  the  second  largest  item  of  $64,263.91,  miscel- 
laneous; did  y<m   pay  any  particular  attention  to 
that  item  except  to  write  the  figure  in  your  ledger? 

A.  That  is  correct.  It  was  posted  to  the  ledger 
in  account  No.  9,  miscellaneous. 

Q.  My  question  is:  Did  you  pay  any  particular 
attention  to  that  item  except  just  to  write  the  figure 
in  your  ledger,  as  to  what  that  item  contained  I 

A.  I  told  you  what  I  did.  I  posted  the  general 
ledger  to  miscellaneous,  the  account  No.  9.  That 
is  what  you  asked  me. 

Q.  My  question  is:  did  you  pay  any  particular 
attention  as  to  what  that  large  item  of  sixty-four 
thousand    dollars    for   that   month    contained? 

A.     Not  beyond  the  posting. 

Q.  You  testified  that  you  assumed  when  Mr. 
Forster  gave  you  the  figures  of  interest,  that  he 
was  giving  you  net  interest,  is  that  correct? 

A.     Net  interest,  yes. 

Q.  You  knew  as  an  accountant  that  you  had,  or 
[4297]  the  taxpayer  had,  to  enter  upon  his  return, 
all  interest  received,  didn't  you? 

A.  I  believe,  if  you  will  read  the  tax  return  ex- 
planation, you  will  find  that  business  interest  is  to 
be  entered  in  one  sum. 

Your  net  receipts  and  net  deductions  taken  ofT. 

Q.  My  question,  Mr.  Taylor,  is:  That  you  knew, 
as  an  accountant,  that  the  taxpayer  must  enter  all 
interest  received  on  the  tax  return,  must  he  not? 

A.  Interest  received,  less  any  business  interest 
paid  out.  That  would  be  net  interest. 
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Q.  What  do  you  mean,  "business  interest  paid 
out"? 

A.  Business  interest  is  interest  that  is  paid  to- 
ward business  obligations.  The  interest  that  ap- 
pears on  page  3  of  the  tax  return  is  interest  paid 
on  chattel  mortgages,  and  personal  operations 
within  his  household. 

Q.  Mr.  Taylor,  as  of  the  present,  it  is  even  re- 
quired that  the  name  of  the  payee  of  every  item 
of  interest  be  entered  on  the  tax  return,  isn't  it? 

A.  You  are  exactly  right,  for  1950  and  1951, 
they  ask  for  a  listing  of  who  you  drew  the  interest 
from,  yes. 

Q.  That  was  the  requirement  of  the  total  in- 
terest [4298]  received,  not  net;  gross  interest  re- 
ceived before  the  new  ruling  to  make  you  specify, 
wasn't  it?  A.     Not  necessarily. 

Q.  I  hand  you  exhibit — Plaintiff's  Exhibit  1, 
which  is  the  individual  income  tax  return  for  Mr. 
Forster  of  1945,  and  call  your  attention  to  Sched- 
ule "B" 

Mr.  Griffin:     Excuse  me  a  second. 

(Whereupon,  there  was  a  brief  pause.) 

Q.  (By  Mr.  Griffin  continuing) :  Under  "De- 
ductions"— there  is  a  heading  under  "Deductions " 
of  interest,  isn't  there  ? 

A.  You  are  speaking  of  page  3  of  Form  1040. 
It  says,  "Interest,"  yes,  sir. 

Q.  That  means  that  interest  that  you  shall  enter 
there  for  the  taxpayer  is  the  interest  he  has  paid 
out,  doesn't  it? 
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A.  That  form  is  very  simple  there.  This  is  the 
computation  that  calls  for  the  deductions  where 
you  do  not  use  the  standard  deduction.  This  is  in- 
terest on  personal  chattel  mortgages,  your  home,  in- 
terest on  contracts  of  purchase  for  furniture  and 
fcuch  as  that;  not  business  interest. 

Q.  All  right;  that  is  the  kind  of  interest  we  are 
talking  about,  Mr.  Taylor. 

A.  We  are  not  talking  of  two  same  interests  at 
[4299]  all;  one  is  business  interest,  and  this  is  for 
household  interest  that  affects  the  standard  deduc- 
tion on  the  tax  return. 

Q.  Now,  Mr.  Taylor,  I  am  not  talking  about 
business  interest. 

A.  That  is  what  I  am  talking  about.  It  is  what 
I  was  working  with. 

Q.  Mr.  Taylor,  I  am  not  talking  about  business 
interest.  My  question  is,  on  page  3,  under  deduc- 
tions, the  form  provides  for  the  deduction  of  inter- 
est to  be  entered,  that  has  been  paid  out,  doesn't  it  ? 

A.  As  I  have  explained,  you  are  referring  to  a 
different  portion  of  the  income  tax  return,  when 
you  refer  to  the  deductions  for  his  personal  obli- 
gations. 

He  has  a  privilege  under  the  Tax  Law  to  take  a 
standard  deduction  of  $500  or  list  his  contributions. 
His  interest,  his  taxes,  his  losses  from  storm,  ship- 
wreck, or  other  casualty,  medical  and  dental  ex- 
penses. There  are  two  distinct  different  places  to 
report  interest. 

Q.    Mr.  Taylor,   when  you  requested,   you   say. 
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Mr.  Forster  to  give  you  his  itemization  of  the  in- 
terest he  had  paid  out,   or  the  interest  received, 
rather,  first,  you  were  not  referring  to  business  in- 
terest received  in  business,  were  you*? 

A.  I  was  referring  to  his  interest  earned,  and 
[4300]  all  his  interests  as  far  as  I  knew  was  busi- 
ness interest. 

Q.  Why,  then,  wasn't  it  entered  upon  the  books 
by  you? 

A.  Why  wasn't  it  entered  on  the  books  by  Mr. 
Forster,  not  by  me.  He  ran  the  books  of  original 
entry.  I  did  not. 

The  Court:  Mr.  Taylor,  I  will  have  to  caution 
you  that  when  questions  are  put,  you  are  to  answer 
the  questions  and  not  to  argue  with  counsel. 

The  Witness:    I  apologize,  your  Honor. 

Q.  (By  Mr.  Griffin)  :  Mr.  Taylor,  you  were  the 
accountant  making  the  personal  returns  for  Hans 
Forster  and  Evelyn  Forster,  his  wife,  were  you  not  ? 

A.     That  is  correct. 

Q.  You  were  the  accountant  keeping  the  books 
of  Hans  Forster,  were  you  not? 

A.     I  was  maintaining  the  general  ledger. 

Q.  Now,  when  you  asked  Mr.  Forster  for  any 
other  items,  I  believe  you  said  interest,  dividends, 
you  were  asking  Mr.  Forster  for  any  items  of  in- 
terest paid  to  him  personally  that  did  not — that 
had  not  gone  through  the  business  books,  weren't 
you?  A.     That  is  correct.  [4301] 

Q.  All  right ;  now,  going  back  to  this  return  that 
you  are  making  for  Mr.  Forster,  on  the  first  page, 
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item  3,  entitled  "Your  Income,"  "Enter  here  the 
total  amount  of  your  dividends  and  interest,  includ- 
ing interest  from  Government  obligations  unless 
wholly  exempt  from  taxes.",  and,  as  the  accountant 
for  Mr.  Forster,  making  an  honest  return,  you  were 
required  to  enter  all  the  interest  that  Mr.  Forster 
had  received,  weren't  you,  aside  from  business  in- 
terest f 

A.  If  Mr.  Forster  gave  me  the  interest  honestly, 
it  went  on  the  tax  return  honestly. 

Q.  Mr.  Taylor,  you  have  testified  time  without 
number,  that  you  assumed  that  the  interest  that 
Mr.  Forster  gave  you  was  net. 

A.     And  was  the  correct  interest. 

Q.  Now,  net  interest  does  not  mean  the  total 
interest  received,  does  it? 

A.  It  could  mean  the  total  interest  received,  less 
interest  paid  out. 

Q.     That  would  be  gross  interest,  wouldn't  it? 

A.  Gross  less  paid  out  interest,  would  be  the  net 
interest. 

Q.  Mr.  Taylor,  under  item  3  of  what  you  called 
a  "simple  return,"  you  were  required  to  enter  all 
interest  received  by  the  taxpayer,  weren't  you? 

A.  Which  was  done  from  their  figures  furnished 
to  me. 

Q.  I  understood  he  gave  you  a  single  figure, 
you  said,  which  you  considered  to  be  net? 

A.  That  is  right.  That  was  the  figure  he  said 
was  his  interest,  and  I  took  it. 

Q.     But  you  knew,  as  an  accountant,  or  did  you, 
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that  the  total  interest  received,  was  to  be  entered 
on  his — on  Division  3  of  the  first  page  of  this  re- 
turn; you  knew  that,  didn't  you,  or  did  you? 

A.  I  entered  the  interest  that  Mr.  Forster  gave 
me  as  his  interest  earned. 

Mr.  Griffin:  May  that  question  be  read,  if  the 
Court  please? 

The  Court:    Mr.  Reporter,  read  the  question. 
(Whereupon,   preceding   question  was   read 
by  the  reporter.) 

Q.     (By  Mr.  Griffin) :    Did  you  know  that? 

A.  It  is  entered.  The  interest  given  me  is  en- 
tered there. 

The  Court :  Mr.  Taylor,  the  question  is :  Did  you 
know  it? 

The  Witness :  Well,  I  don't  know  what  his  ques- 
tion means — if  you  know  what?  What  does  his 
[4303]   question  mean? 

Q.  (By  Mr.  Griffin) :  Did  you  know  that  the 
taxpayer  was  required  to  enter  upon  line  3,  under 
heading  "Your  Income"  interest  received? 

A.  I  entered  what  I  received  from  him,  yes.  He 
was  the  taxpayer. 

Q.  Mr.  Taylor,  do  you  refuse  to  answer  the 
question  ? 

A.  You  are  confusing  the  question.  You  asked 
me  if  I  entered  the  interest  he  gave  me,  and  I  said 
"Yes." 

Q.  I  asked  you  if  you  knew,  you,  personally, 
Mr.  Taylor,  knew  that  the  taxpayer  was  required 
to  enter  under  the  heading  of  "Your  Income,"  un- 
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der  subdivision  3,  all  interesl   received  during  the 

taxable  year?  A.     That  is  right,  \ 

Q.  And  did  you  know  that  under  the  heading  of 
"Deductions"  on  page  3,  a  place  is  provided  for 
deducting  interest  paid  out? 

A.     Yes,  I  have  explained  that. 

Q.  Then  why,  as  an  accountant  for  Mr.  Fors- 
ter, did  you  not  advise  him  that  what  you  wanted 
and  had  to  enter  was  the  interest  received,  and  the 
interest  paid  out,  and  not  net  interest?  [4304] 

A.  Mr.  Forster  gave  me  a  lump  sum  of  interest, 
sometimes  in  two  figures.  Mr.  Forster  knew  what 
his  income  was,  and  could  give  it  to  me. 

Q.  Mr.  Taylor,  you  have  stated  that  Mr.  Fors- 
ter kept  the  original  books  of  entry.  What  do  you 
mean  by  that? 

A.  His  office  retained  the  books  of  original 
entry. 

Q.  To  your  knowledge,  did  Mr.  Forster  ever 
make  an  entry  in  any  book  of  any  kind? 

A.  I  don't  know  that  I  have  any  knowledge  of 
it,  no. 

Q.  You  have  testified,  Mr.  Taylor,  that  you  never 
saw  A-61  before.  That  is  the  statement  of  assets  of 
Mr.  Forster  as  of  January  1,  1947.  Is  that  correct? 

A.    I  so  testified,  yes. 

Q.     My  question  is:  this  is  a  photostat,  is  it  not? 

A.    No,  that  is  the  original. 

Q.  That  is  the  original.  How  did  you  happen  to 
have  it  in  your  files,  Mr.  Taylor? 

A.     I  am  afraid  you  didn't 


2050  Hans  Forster  vs. 

(Testimony  of  L.  Hicks  Taylor.) 

Q.     (Interposing)  That  you  referred  to  so  much. 

A.  I  am  afraid  that  you  didn't  find  that  in  my 
[4305]  files. 

Mr.  LeSourd:  If  your  Honor  please,  I  will  ask 
that  the  last  question  and  answer  be  stricken.  It  is 
highly  improper.  Mr.  Griffin's  question  assumed  a 
fact  contrary  to  the  testimony  of  Mr.  Forster  whose 
testimony  was,  as  I  recall  it,  that  he  found  this  in 
a  bureau  drawer,  and  I  think  it  is  highly  preju- 
dicial and  I  move  to  strike  it. 

The  Court:     That  is  A-61? 

Mr.  Griffin:  I  think  that  is  Mr.  Forster's  testi- 
mony. I  am  agreeable  that  the  question  and  answer 
be  stricken. 

The  Court :  The  last  question  and  answer  by  Mr. 
Griffin  may  be  stricken,  and  the  Court  will  disre- 
gard it.  I  mean,  the  Jury  will  disregard  it. 

Q.  (By  Mr.  Griffin)  :  Mr.  Taylor,  you  rode  once 
a  month,  on  an  average,  with  Mr.  Forster  to  Con- 
way and  back  from  Conway,  didn't  you,  over  a 
period  of  years? 

A.  Yes,  we  were  together,  probably  two  hours  or 
two  and  one-half  hours. 

Q.     Each  way? 

A.  Probably  one  hour  each  way.  Maybe  a  little 
bit  longer. 

Q.     Did  you  discuss  business? 

A.     Sometimes.    [4306] 

Q.  You  didn't  discuss  any  social  matters,  did 
you  ?  A.     Sometimes. 

Q.    I  thought  you  were  not 
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A.     (Interposing)     Basketball. 

(J.  Oh,  yes,  basketball.  Now,  speaking  of  basket- 
ball, basketball  was  one  of  the  advertising  methods 
used  by  Mr.  Forster,  wasn't  if? 

A.     Yes,  I  think  so. 

Q.  Did  you  advise  him  that  he  could  charge 
those  advertising  items  off  to  expense? 

A.     I  have  no  recollection  of  it  being  discussed. 

Q.  You  just  discussed  basketball,  is  that  right? 
Were  you  interested  in  basketball,  Mr.  Taylor? 

A.  T  used  to  play  once  in  a  while  when  a  young 
fellow. 

Q.  My  question  was:  Were  you  interested  in 
basketball,  Mr.  Taylor? 

A.     To  some  extent,  yes. 

Q.  And  that  was  your  main  subject  of  discus- 
sion with  Mr.  Forster ;  it  was  basketball,  was  it  ? 

A.    Many  times. 

Q.  Quite  usually — quite  often  on  these  trips, 
Mr.  Forster  had  slips  like  A-61  which  he  discussed 
with  [4307]  you,  didn't  he? 

A.  It  is  possible,  but  I  don't  have  any  recollec- 
tion of  them. 

Q.  Now,  I  think  you  stated,  Mr.  Taylor,  that 
you  never  saw  the  milk  equalization  checks  that  are 
in  evidence  here :  is  that  correct  I 

A.     I  have  no  knowledge  of  seeing  them,  no. 

Q.  You  were  familiar  with  the  matter  of  milk 
equalization,  were  you  not? 

A.     I  was  not  until  this  trial  started. 

Mr.  Griffin :    Exhibit  280,  please. 
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(Whereupon,    Exhibit    was    handed    to    Mr. 
Griffin  by  the  Clerk.) 

Q.  (By  Mr.  Griffin):  Then  why,  Mr.  Taylor, 
not  being  familiar  with,  I  think  you  said,  milk 
equalization  checks,  and  milk  pricing — that  is  a  cor- 
rect statement  of  your  testimony,  is  it  not? 

A.  I  would  like  that  question  read  again.  I  don't 
follow  you  on  it. 

Q.  I  said,  you  are  not  familiar  with  the  milk 
equalization  or  with  milk  pricing,  as  I  understand? 

A.     Not  directly,  no. 

Q.  Then  why  in  one  year-end,  did  you  transfer 
forty  thousand  dollars  on  the  books  on  your  ledger 
from  [4308]  Issaquah  Creamery  to  Alpine  Dairy, 
and  another  year-end  fifty  thousand  dollars  from 
Issaquah  to  Alpine  Dairy  on  the  basis  of  milk 
equalization  ? 

A.  Do  you  have  any  schedule  showing  that  I 
performed  such  a  service? 

Q.  You  heard  Mr.  Eppler's  testimony,  did  you 
not,  sir? 

A.     I  didn't  say  that  I  did. 

Q.  You  made  the  entry  in  the — in  your  ledger, 
did  you  not? 

A.  There  was  no  such  entry  as  forty  or  fifty 
thousand  dollars  in  any  one  item  in  those  ledgers. 

Q.  In  any  one  item;  there  are  four — there  are 
four  ten  thousand  dollar  items  in  the  one  and  five 
ten  thousand  dollars  in  the  other,  are  there  not, 
making  forty  thousand  once  and  fifty  thousand  the 
second  time? 
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A.  I  had  no  recollection  of  ever  seeing  Buch 
figures  in  my  ledger. 

Q.  Did  you  hear  Mr.  Eppler 's  testimony  in  re- 
gard to  the  transfer  of  figures 

A.     (Interposing)     He  didn't 


Q.     (Continuing)     in  that  particular! 

A.  He  didn't  in  any  way  associate  me  with 
them. 

Q.     Or  the  ledger?  [4309] 

A.  T  don't  think  he  associated  the  ledger  with 
it,  either. 

Q.     Or  the  income  tax  return  prepared  by  you1? 

Mr.  LeSourd:  If  your  Honor  please,  it  doesn't 
appear  to  me  that  this  is  proper  cross  examination, 
to  go  over  what  Mr.  Eppler  testified.  If  he  wants 
to  ask  Mr.  Taylor  what  he  knows 

The  Court:  (Interposing)  Mr.  Taylor  is  pro- 
voking many  of  these  matters  by  his  answers. 
Therefore,  if  the  answers  bring  into  issue  some  of 
these  matters,  it  is  proper  that  they  be  clarified. 

Mr.  LeSourd:  If  your  Honor  please,  he  asked 
if  Mr.  Eppler  testified  so  and  so.  He  said  he  did 
not,  as  far  as  he  can  recall.  I  don't  see  how  that 
•pens  up  for  argument  that  which  Mr.  Eppler 
testified  to.  It  is  certainly  not  proper  cross-exami- 
nation. 

The  Court :  Well,  I  agree  that  some  of  these  mat- 
ters appear  to  be  argumentative,  but  likewise,  it 
is  provoked,  I  believe,  as  much  by  the  witness,  if 
not  more  so. 
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I  suggest  that  the  question  now  be  put,  and  you 
may  proceed. 

Mr.  Griffin:    All  right.  [4310] 

Q.  (By  Mr.  Griffin)  :  Mr.  Taylor,  in  the  income 
tax  return  prepared  by  you  for  Alpine  Dairy  and 
Issaquah  Creamery,  did  you  reflect  a  transfer  of 
forty  thousand  dolars  from  out  of  Issaquah  to  Al- 
pine in  the  one  year,  and  fifty  thousand  dollars  out 
of  Issaquah  into  Alpine  another  year;  that  is,  as 
income  for  Alpine  and  a  deduction  for  Alpine? 

A.     I  had  no  knowledge  of  those  transactions. 

Q.  Do  you  recall  the  Arctic  Gardens  check  which 
you  said  was  interest,  $773.21? 

A.    Yes,  I  remember. 

Q.     Exhibit  66,  or  66-A. 

Mr.  Griffin:     I  don't  need  it. 

Q.  (By  Mr.  Griffin  continuing) :  Mr.  Taylor,  is 
there  any  place  in  your  records  that  you  can  show 
that  you  entered  that  item  as  income  to  Mr.  Fors- 
ter in  his  income  tax  return  for  that  year? 

A.     No,  it  does  not  show  as  an  individual  item. 

Q.  Now,  at  the — as  I  understand  your  testi- 
mony, you  said  at  this  first  meeting  of  the  Renton 
Ice  and  Ice  Cream  Company,  the  first  corporate 
meeting,  you  were  the  secretary  and  treasurer ;  that 
is  correct,  isn't  it,  of  Renton  Ice  and  Ice  Cream 
Company?  A.     Yes. 

Q.  You  made  the  arrangement  for  the  salaries 
as  [4311]  has  been  testified  here,  and  I  am  not  going 
into  that  in  detail  again  if  you  have  it  in  mind. 

Mr.  LeSourd:    Object  to  the  statement.  He  didn't 
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testify  he  made  the  arrangement.  He  testified   it 
was  agreed  to.  If  he  is  not  going  into  it,  Mr.  Griffin 
shouldn't  make  such  a  statement. 

Mr.  Griffin:     I  will  ask  it  this  way: 

Q.  (By  Mr.  Griffin) :  You  have  in  mind,  Mr. 
Taylor,  your  testimony  in  regard  to  the  payment  of 
salaries,  do  you,  at  Ronton  Ice  and  Ice  Cream 
Company?  A.     Yes. 

Q.  I  understood  you  to  say  that  under  that  ar- 
rangement you  knew  that  Mr.  Forster  was  to  re- 
ceive a  portion  of  the  salary  money  paid  to  Mr. 
Schneider  and  Mrs.  Baskett,  is  that  correct  ? 

A.     That  was  their  agreement,  yes. 

Q.  And  that  you  told  Mr.  Forster  to  deposit  his 
payment  when  he  received  it  into  the  Alpine  Dairy 
account,  is  that  correct?  A.     That  is  correct. 

Q.  And  you  told  him  that  the  reason  for  it  was 
so  he  would  not  have — so  you  would  not  have  to 
identify  it  on  his  income  tax  return ;  is  that  correct  ? 

A.     On  the  face  of  his  income  tax  return,  yes. 

Q.  Well,  Mr.  Taylor,  that  wras  for  the  purpose, 
was  it,  of  still  retaining  Mr.  Forster's  lack  of  ident- 
ity with  Renton  Ice  and  Ice  Cream  Company? 

A.     That  was  the  intention. 

Q.  Well,  wThy — the  tax  return  of  the  taxpayer  is 
confidential  as  between  the  taxpayer  and  the  Gov- 
ernment of  the  United  States,  isn't  it? 

A.    Yes,  but  he  wasn't  voted  a  salary. 

Q.  And  if  the  name  Hans  Forster  had  been  writ- 
ten all  over  the  tax  return,  of  the  Renton  Ice  and 
Ice  Cream  Company,  it  still  would  have  been  con- 
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fidential  between  the  United  States  Government  and 

the  Corporation,  wouldn't  it? 

A.     That  is  possible,  yes. 

Q.  Why  did  you  tell  him  then — why  did  you  say 
that  you  told  him,  rather,  to  deposit  the  money  in 
Alpine  so  that  it  would  not  show  on  the  face — he 
would  not  show  on  the  face  of  a  tax  return? 

A.  He  was  not  voted  a  salary  at  the  Renton  Ice 
and  Ice  Cream  Company. 

Q.  By  the  way,  you  prepared  the  minutes,  did 
you  not,  of  the  Renton  Ice  and  Ice  Cream  Company 
of  that  first  meeting?  A.     I  believe  so. 

Mr.  Griffin:  May  I  have  the  minutes,  A-6?  [4313] 
(Whereupon,    Exhibit    was    handed    to    Mr. 
Griffin  by  the  Clerk.) 

Q.  (By  Mr.  Griffin) :  You  have  been  the  secre- 
tary and  treasurer  of  a  great  many  corporations, 
have  you  not,  Mr.  Taylor? 

A.  The  same  as  with  this  one,  acting  to  be  help- 
ful. 

Q.  And  you  have  organized  many  corporations 
and  have  prepared  the  articles? 

A.     Not  very  many,  no. 

Q.  And  you  know  that  the  minutes  of  a  corpora- 
tion are  prepared  to  speak  the  truth,  do  you  not? 

A.     Yes,  that  is  the  intention. 

(Whereupon,  there  was  a  brief  pause.) 

Mr.  Griffin:    I  am  sorry,  if  the  Court  please, 
thought  I  had  them  where  I  wanted  them. 

(Whereupon,  there  was  a  brief  pause.) 

Q.     (By  Mr.  Griffin)  :    Referring  to  Exhibit  A- 
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Mr.  Taylor,  and  the  minutes  of  September  30,  L942, 

that  is  your  signature  as  Secretary,  is  it  not? 

A.    That  is  correct. 

Q.    You  were  also  the  treasurer! 

A.  1  believe  the  by-laws  combined  the  two  posi- 
tions. [4314] 

Q.  And  that  was  an  organizational  meeting  of 
this — pari  of  the  organizational  meeting? 

A.  Well,  T  didn't  read  it  so  that  I  couldn't  tell 
yon  what  it  says. 

Minutes  of  a  Special  Meeting  of  the  Board  of 
Directors  of  the  Renton  Ice  and  Ice  Cream  Com- 
pany is  what  this  calls  for. 

Q.     Under  date  of ? 

A.     September  30,  1942. 

Q.  September  30,  1942,  and — which  was  the 
same  time  in  the  organization  that  you  prepared  the 
list  of  your  directors  and  officers,  September  30, 
1942,  is  that  correct? 

A.  I  am  a  little  afraid  that  Mr.  Wettrick  per- 
formed  this  service.  I  did  not. 

Q.  I  am  referring  to  the  date  September  30, 
1942,  the  same  date  at  least 

A.  (Interposing)  That  is  the  date  of  the  offi- 
cers, yes. 

Q.  The  minutes,  Mr.  Taylor,  subscribed  by  you, 
September  30,  1942: 

"The  President  and  Chairman,  Mr.  Schneider, 
called  attention  to  the  advisability  of  establishing 
by  resolution  the  salaries  of  the  officers  who  are  giv- 
ing all  or  a  portion  [4315]  of  their  time  to  the  busi- 
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ness  interests  of  the  company,  and  upon  motion 
duly  made,  seconded  and  passed,  it  was  resolved 
that  the  president  be  awarded  the  sum  of  $500  a 
month  salary,  the  vice-president  $500  a  month  sal- 
ary, and  the  secretary-treasurer,  $50  a  month  salary 
until  the  further  action  of  the  Board  of  Directors 
of  the  stockholders,  and  that  said  salary  be  made 
retroactive  to  the  commencement  of  business  of  this 
company. 

"There  being  no  further  business,  the  meeting 
adjourned." 

You  prepared  that  minute,  didn't  you,  Mr.  Tay- 
lor !  A.     I  did. 

Q.  Then  was  it  a  portion  of  that  $500  per  month 
that  the  arrangement  was  made  that  Mr.  Forster 
was  to  receive'?  A.     That  was  the  agreement. 

Q.  You  knew  as  the  accountant  for  Mr.  Forster 
that  if  he  received  any  portion  of  that  money,  no 
matter  in  what  form  it  was  paid,  it  was  income  to 
Mr.  Forster,  did  you  not? 

A.     That  is  correct. 

Q.  And  you  knew,  as  the  accountant  for  Mr. 
[4316]  Forster,  it  had  to  be  accounted  for  as  in- 
come in  his  income  tax  returns,  didn't  you? 

A.  And  it  would  have  been,  if  it  had  been  fol- 
lowed out. 

Q.  My  question  is:  You  knew  that  he  had  to 
account  for  that  in  his  income  tax  returns,  didn't 
you? 

A.  And  he  had  proper  instructions  where  to  nle 
it,  yes. 
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Q.  And  did  you  ever,  as  the  checks  were  made, 
throughout  the  years,  ever  check,  or  inquire,  into 
wlxre  that  money  went  and  to  what  account? 

A.     I  don't  know  that  I  did. 

Q.  You  didn't  fee]  that  you  owed  any  obligation 
in  your  relationship  to  Mr.  Forster  as  his  account- 
ant for  these  enterprises,  knowing  the  arrangement 
made  on  the  payment  of  this,  to  ascertain  whether 
he  was  accounting  for  it,  or  not? 

A.  I  did  not,  but  I  didn't  assume  that  Mr.  Fors- 
ter was  not  obligated  to  look  out  for  his  own,  as 
well. 

Q.  Did  you  ever  read  any  tax  regulations  to 
Mr.  Forster? 

A.     I  probably  have  read  considerable  to  him. 

Q.     Can  you  tell  us  one  that  you  read  to  him? 

A.     I  don't  know,  offhand,  no. 

Q.     Bid  you  ever  read  any  yourself? 

A.    Well,  I  recollect  I  have,  yes. 

Q.     During  these  years  ?  A.     Yes. 

Q.  As  a  matter  of  fact,  in  the  arrangement  that 
— you  approved  this  arrangement,  as  the  account- 
ant for  Mr.  Forster,  for  the  Ronton  Ice  and  Ice 
Cream  Company,  didn't  you? 

A.  I  was  present;  I  believe  it  was  approved, 
yes.  It  was  approved  by  all  four  present. 

Q.     And   that   included   you? 

A.     It  included  me,  I  was  a  director,  yes. 

Q.  Mr.  Taylor,  you  told  Mr.  Schneider  to  pur- 
chase bank  checks  with  which  to  make  the  payments 
to  Mr.  Forster,  didn't  you? 
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A.  I  believe  I  heard  him  testify  to  such  a  state- 
ment, which  is  very  much  untrue.  That  was  his  own 
decision. 

Q.     Now,  my  question  is: 

You  instructed  Mr.  Schneider  to  purchase  cash- 
ier's checks,  didn't  you?  A.     I  did  not. 

Q.     (Continuing)     To  make  these  payments'? 

"Was  it  you,  Mr.  Taylor,  that  advised  Mr.  [4318] 
Forster  that  Mr.  Simonson  was  taking  an  addi- 
tional $100  a  month? 

A.  I  believe  Mr.  Forster  testified  to  that,  and  I 
assume  it  was  probably  true. 

Q.  I  think  you  have  testified  time  without  num- 
ber that  you  were  not  interested  in  Mr.  Forster's 
personal  affairs;  is  that  correct? 

A.  Do  I  understand  that  question?  What  was 
it,  again? 

The  Court:    Mr.  Reporter,  read  the  question. 
(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

A.     (Continuing)     No. 

Q.  (By  Mr.  Griffin).  Why  did  you  tell  Mr. 
Forster  that  Mr.  Simonson  was  taking  an  additional 
$100  a  month? 

A.  My  recollection  is  that  the  company  was 
showing  a  loss,  and  I  thought  it  should  be  discussed 
a  little,  as  the  salaries  were  too  great  for  what  the 
business  would  stand. 

Q.  As  a  matter  of  fact,  each  month  the  company 
showed  a  small  profit,  didn't  it? 

A.     Sometimes,  but  very  small,  at  times. 
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Q.  It  showed  a  yearly  profit  during  each  year, 
and  never  a  loss?  [4319] 

A.  After  I  restored  the  $1200,  it  did  one  year, 
to  the  profit. 

Q.  Was  there  any  year  that  Simonson  and  Fors- 
ter  was  not  actually  operating  at  a  profit? 

A.  They  would  have  been  at  a  loss  if  Mr.  Fos- 
ter's salary  had  not  of  been  restored  in  1948. 

It  showed  a  slight  profit  after  the  $1200  was  re- 
stored. 

Q.  You  were  quite,  then,  familiar  with  this 
$1200  item,  weren't  you,  Mr.  Taylor? 

A.    Yes. 

Q.  And  you  knew  that  Mr.  Forster  received  that 
$100,  $100  each  month  of  the  12  months  of  each 
year,  didn't  you? 

A.     Yes,  of  1948  and  1949,  I  knew. 

Q.  Yes;  and  you  knew  that  no  matter  what  you 
did  as  far  as  bookkeeping  was  concerned,  that  that 
$100  that  Mr.  Forster  was  receiving  was  income  to 
Mr.  Forster  for  the  year  in  which  it  was  received, 
didn't  you? 

A.  Not  the  way  it  was  handled.  It  was  not  in- 
come, and  it  was  not  Mr.  Forster 's  desire  to  pay  a 
tax  on  it. 

Q.  Mr.  Taylor,  as  an  accountant,  was  it  your 
opinion  that  you  could  handle  something  that  was 
money  received  as  income — handle  it  so  it  ceased 
to  be  income? 

A.    Well,   if  you  understood  the   association   of 
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Simonson  and  Mr.  Forster,  you  would  understand 

that  [4320]  situation. 

Q.  Mr.  Taylor,  if  Mr.  Forster  received  $100  a 
month  from  Simonson  and  Forster,  once  each  month 
for  twelve  months  in  the  year  1948,  even  if  he  re- 
turned that  full  $1200  in  the  year  1949,  you  knew, 
as  an  accountant,  it  was  still  income  for  the  year 
1948,  didn't  you? 

A.     It  was  not  so  treated. 

Q.  Oh,  I  am  not  asking  you  how  you  treated  it, 
sir. 

A.  You  heard  me — you  heard  me  testify  as  to 
why  it  was  treated — restored  to  profit;  because  of 
the  financial  condition  of  the  company,  Mr.  Fors- 
ter and  Mr.  Simonson  had  to  return  money  to  the 
company  so  that  was  the  reason  it  was  not  reported 
as  income  on  Mr.  Forster 's  tax  return. 

Q.  Mr.  Taylor,  I  am  not  asking  or  inquiring 
how  you  treated  the  matter.  My  question  is: 

That  you,  as  an  accountant,  knew  that  when 
Simonson  and  Forster  paid  $100  a  month,  once  each 
month,  in  the  year  1948  to  Hans  Forster,  even  if  he 
returned  it  all  in  1949,  it  was  still  income,  report- 
able income  in  the  year  1948,  wasn't  it? 

A.    No. 

Q.  Do  I  understand  that  you  can  take  a  client's 
income,  treat  it — by  "income,"  I  mean  cash  money 
[4321]  received — treat  it,  and  it  ceases  to  be  such? 

Is  that  your  philosophy  in  accounting? 

A.    I  would  say  not. 

O.     Also,  in  connection  with  Simonson  and  Fors- 
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ter,  you  made  the  statement  "I  was  not  keeping  his 
books."  Do  you  recall  that,  referring  to  Mr.  Fors- 
ter?  A.     That  is  correct. 

Q.     You  opened  the  Alpine  office,  didn't  you? 

A.     That  is  correct. 

Q.     You  employed  Mrs.  Wilcox,  didn't  you? 

A.     With  Mr.  Forster's  approval,  yes. 

Q.  You  knew  that  Mrs. — Miss  Wilcox  kept  no 
books  as  to  accounts  payable  at  Alpine,  didn't  you? 

A.     That  is  correct. 

Q.     You  arranged  it  that  way,  didn't  you? 

A.  Because  Mr.  Forster  wanted  the  distribution 
done  in  Issaquah. 

Q.     My  question  is: 

You  arranged  the  accounting  system  that  way, 
didn't  you? 

Mr.  LeSourd:  He  answered  the  question.  It  is 
argumentative. 

Mr.  Griffin :    I  am  not  arguing  anything. 

The  Court:     Objection  overruled.  [4322] 

Q.  (By  Mr.  Griffin  continuing)  You  arranged 
the  accounting  system  that  way,  didn't  you,  Mr. 
Taylor? 

A.  No,  the  accounting  system  was  in  Issaquah, 
and  this  became  a  branch. 

Q.     It  became  a  branch? 

A.  Yes.  I  arranged  the  accounting  system  for 
the  branch,  if  that  is  the  question  you  want  an- 
swered that  way. 

Q.  And  while  you  were  not  keeping — using  that 
term — keeping  Mr.  Forster's  books,  you  were  su- 
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pervising    the    keeping    of    Mr.    Forster's    books, 

weren't  you? 

A.     I  was  keeping  the  general  ledger. 

Each  person  in  the  office  was  in  charge  of  that 
office. 

Q.  Mr.  Taylor,  during  the  years  in  question, 
were  you  supervising  the  bookkeeping  system  of 
Mr.  Forster  in  his  enterprises'? 

A.  I  was  maintaining  the  general  ledger,  and 
giving  whatever  assistance  to  the  heads  of  the  of- 
fices that  I  could.  I  was  not  supervising  any  in- 
dividual, or  had  any  authority  over  any  individual. 

Q.     My  question  is: 

Were  you  supervising  the  bookkeeping  system 
and  set-up  of  the  Hans  Forster  enterprises?  [4323] 

Mr.  LeSourd:  Object  to  it,  your  Honor,  as  argu- 
mentative. He  has  answered  the  question. 

The  Court:  Well,  if  the  witness  says  that  it  is 
the  best  answer  that  he  can  give,  that  is  satisfac- 
tory. Is  that  your  answer? 

The  Witness:    Yes,  sir. 

Mr.  LeSourd :  It  is  a  perfectly  full  and  adequate 
answer,  your  Honor.  It  don't  want  any  implication 
it  is  not. 

The  Court:  I  don't  question  it.  It  is  for  the 
Jury  to  determine  whether  or  not  he  answered  the 
question. 

Mr.  Griffin:    It  is  recess  time. 

The  Court:    Ladies  and  Gentlemen  of  the  Jury: 

We  will  now  take  the  mid-morning  recess.  The 
Court  calls  your  attention  to  the  admonition  given 
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you  on  similar  occasions,  and  asks  that  you  heed  it 

on  this  occasion. 

You  may  now  he  excused. 

(Whereupon,  the  Jury  retired  from  the  court 
room.) 

Whereupon,  at  11:01  a.m.  a  recess  was  had 
in  the  within-entitled  and  numbered  cause  un- 
til 11:16  o'clock  a.m.  April  21,  1954,  at  which 
time,  counsel  and  defendants  heretofore  noted 
being  present,  the  following  [4324]  proceed- 
ings were  had,  to-wit:) 
The  Court:    You  may  call  the  Jury. 

(Whereupon,  the  Jury  was  returned  to  the 
court  room.) 
The  Court:     You  may  he  seated. 
It  is  stipulated  that  the  Jury  and  all  defendants 
are  present  in  the  court  room? 
The  Court:    Yes,  your  Honor. 
Mr.  Moriarty :    Yes,  your  Honor. 
Mr.  Griffin:    A-51  and  A-52,  please? 

(Whereupon,  Exhibits  were  handed  to  Mr. 
Griffin  hy  the  Clerk.) 
The  Court:    You  may  proceed,  Mr.  Griffin. 
Q.     (By  Mr.  Griffin)  :    Mr.  Taylor,  you  made  the 
statement,  I  believe,  that  the  Renton  checks — that 
is,  referring  to  these  cashier  checks — were  part  of 
Hans'  bookkeeping.  What  do  you  mean  by  that? 
A.     The  cashier's  checks — am  I  right? 
Q.     The  cashier's  checks — that  is,  the  checks  that 
Mr.  Schneider  obtained  and  paid  to  Mr.  Forstcr  ? 
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A.  Yes;  that  would  be  part  of  Mr.  Forster's 
bookkeeping. 

Q.  What  bookkeeping  did  Mr.  Forster  have  that 
you  did  not  supervise,  Mr.  Taylor?  [4325] 

A.     All  his  personal,  except  the  Alpine  Dairy. 

Q.  Did  you  consider,  when  you  were  making  in- 
come tax  returns  for  Mr.  Forster,  which  included 
the  Alpine  Dairy,  that  it  included  everything  of 
Mr.  Forster? 

A.  No.  Mr.  Forster  was  to  present  me  with  all 
his  other  earnings  outside  of  the  Alpine  Dairy. 

Q.  Did  you  ever  discuss  and  try  to  help  him 
think  what  those  earnings  might  be? 

A.  I  think  in  the  early  years,  I  gave  him  con- 
siderable instructions  in  it. 

Q.  The  thing  got  big,  and  in  the  latter  years, 
you  gave  him  none,  is  that  right? 

A.  Well,  I  doubt — I  may  have  given  him  some, 
but  if  at  any  time  I  did  not,  I  did  not  figure  that 
he  had  any  outside  activities  besides  his  Alpine 
Dairy  and  these  eight  companies. 

Q.  You  were  quite  familiar  with  all  his  activi- 
ties, weren't  you? 

A.     Not  his  personal  activities,  no. 

Q.  Several  times  in  your  testimony,  Mr.  Taylor, 
you  have  referred  to,  I  think,  being  a  public  ac- 
countant and  handing  the  books,  or  the  ledgers,  of 
small  businesses,  is  that  correct? 

A.     That  is  correct,  yes. 

Q.  Isn't  tli is  the  actual  fact  in  this  situation, 
[4326]  Mr.  Taylor: 
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That  this — these  enterprises  of  Mr.  Forster  in 
the  '40's  became  big  business — sales  up  to  eight 
million  dollars — and  isn't  this  the  fact,  thai  it  just 
became  a  Little  too  big  for  you  to  handle? 

A.     No,  I  followed  the  same  system. 

Q.  You  followed  the  same  system  for  a  business 
grossing  eight  million  dollars  a  year  that  you  fol- 
lowed for  one  of  fifty  thousand  dollars,  didn't  you? 

Mr.  LeSourd:  Object  to  the  form  of  the  ques- 
tion, your  Honor. 

There  is  no  testimony  it  grossed  eight  million.  I 
think  counsel  is  referring  to  all  eight. 

Mr.  Griffin:  I  am.  The  record  shows  eight  mil- 
lion dollars  in  sales. 

Mr.  LeSourd:  Well,  don't  say  "business";  it  is 
businesses.  I  will  object  to  the  form  of  the  question 
as  assuming  eight  million  for  one  business. 

The  Court:  The  reporter  will  read  the  question. 
(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

The  Court:  It  appears  to  be  business.  If  it  is 
understood  that  this  covered  all 

Mr.  Griffin:  (Interposing)  The  witness  has  testi- 
fied, if  the  Court  please,  he  considered  Hans  Fors- 
ter [4327]  the  client,  and  that  these  eight  separate 
businesses — I  am  speaking  upon  that  basis 

The  Court:  (Interposing)  You  may  proceed. 
So  modified 

Mr.  LeSourd:  (Interposing)  Well,  if  it  were 
modified  for  several  businesses,  I  don't  know  what 
that  does  to  the  question. 
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Q.  (By  Mr.  Griffin  continuing)  It  is  a  fact 
that  you  treated  the  Hans  Forster  enterprises  gross- 
ing eight  million  dollars  a  year  in  the  same  way 
that  you  handled  the  accounting  for  a  business 
grossing  fifty  thousand  a  year,  isn't  it! 

A.    No. 

Q.     And  what  difference  did  you 

A.  (Interposing)  Mr.  Forster — the  interests  of 
Mr.  Forster  were  all  separate  and  distinct.  Each 
operation  increased  its  internal  operations  to  cover 
the  increase  in  the  volume  of  business.  My  opera- 
tions didn't  increase. 

Q.  And  wasn't  another  trouble  with  this — these 
enterprises  that  for  example,  Issaquah  was  selling 
in  large  sums  to  Alpine,  the  sole  proprietor,  and  it 
was  the  matter  of  the  accounting  between  Mr.  Fors- 
ter, as  an  individual  and  Issaquah  in  which  he 
owned  all  the  stock?  [4328] 

A.  Yes,  and  it  was  a  simple  operation,  one  cus- 
tomer buying  from  another. 

Q.  It  was  one  customer  buying  from  another, 
but  it  was  the  same  individual  in  the  end  that  was 
being  taxed,  wasn't  it? 

A.     I  didn't  consider  it  so,  no. 

Q.     I  realize  that. 

A.  One  is  a  corporation,  and  the  other  is  an 
individual  operation. 

Q.  And  Finstad  and  Utgard  was  a  large  seller 
to  Apex  Farms? 

A.     Yes,  as  far  as  I  recollect,  yes. 

Q.     In  other  words,  while  Mr.   Forster  was  an 
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individual  in  one  of  these  enterprises — and  \i 

a  large  one,  wasn't  it,  Alpine? 

A.     Alpine  was  a  large  operation,  yes. 

Q.     Sales  around  three  or  four  million1? 

A.     Somewhere  in  that  neighborhood. 

Q.  Tssaquah,  in  which  he  owned  all  the  capital 
stock,  was  a  large  operation,  wasn't  it? 

A.     Yes. 

Q.  And  Finstad  and  TJtgard,  of  which  he  owned 
all  the  capital  stock  was  a  fairly  large  operation, 
wasn't  it?   [4329] 

A.     It  was  a  modest  operation,  yes. 

Q.  And  with  these  others,  actually  you  had  a 
situation  where  Mr.  Forster  was  doing  business 
with  himself,  didn't  you? 

A.  No,  I  think  a  corporation  that  is  organized 
has  a  separate  entity  and  should  be  handled  as  a 
corporation  and  separate1. 

Q.  I  am  not  questioning  that.  In  other  words, 
these  matters  gave  you  no  trouble  or  concern,  Mr. 
Taylor,  as  far  as  a  true  statement  of  income  taxes 
were  concerned,  regarding  Mr.  Forster ;  is  that  cor- 
rect? 

A.  Yes;  the  ledgers  were  reporting  the  income 
tax  return  as  I  received  the  information. 

Q.  I  say,  these  matters  gave  you  no  particular 
concern  ? 

A.  When  you  say  "matters,"  do  you  mean  as 
between  one  corporation  and  another? 

Q.  The  interlocking  of  income  and  expenditures 
between  the  various  corporations  and  Mr.  Forster 
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individually  gave  you  no  particular  concern  from  a 

bookkeeping  standpoint? 

A.  No,  because  they  had  bookkeepers,  in  each  of 
those  places,  who  could  certainly  keep  those  things 
in  order. 

Q.  Do  you  recall  the  testimony  of  Miss  Neu- 
kirchen  [4330]  that  she  consulted  with  you,  worried 
because  at  a  certain  stage,  ice  cream  sales  were  not 
being  entered  upon  the  books'? 

Mr.  LeSourd:  Object  to  that,  your  Honor,  and 
ask  that  the  question  be  stricken.  It  is  an  im- 
proper statement.  Her  testimony  was  not  to  that 
effect  at  all.  She  merely  testified,  as  I  recollect  it, 
and  we  have  the  transcript,  that  she  mentioned  the 
extra  work  that  she  was  going  to  do  on  account  of 
the  O.P.A. 

The  Court :  I  think  the  question  might  be  formed 
differently.  Objection  sustained. 

Q.  (By  Mr.  Griffin  continuing)  :  Do  you  recall 
the  testimony  of  Miss  Neukirchen? 

A.     Yes,  I  remember  it. 

Q.  That  she  complained  to  you,  did  she  not,  that 
certain  sales  were  not  being  entered  upon  the  books  ? 

A.     I  do  not  have  any  recollection  of  that. 

Q.     Do  you  recall  her  testimony? 

A.     I  recall  her  testimony. 

Mr.  LeSourd:  I  will  move  to  strike  this  whole 
line  of  questioning  on  the  ground  it  is  improper 
reference  to  testimony,  that  she  did  not  so  testify 
and  Mr.  Griffin  is  improperly  quoting  her  testi- 
mony. 
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The  Court:  Well,  if  there  should  be  any  ques- 
tion [4331]  about  it,  the  Court  will  again  Instruct 
the  Jury  that  any  question  by  counsel  is  nol  evi- 
dence, and  the  statement  itself  might  not  be  evi- 
dence. 

Q.  (By  Mr.  Griffin)  :  Do  you  recall  Miss  Neu- 
kirchen  making  the  statement  to  yen,  in  substance 
and  effect: 

"I  didn't  like  it.'"? 

A.     I  do  not  recall  her  statement. 

Q.  Do  you  recall  that  you  said  to  her  that  she 
was  to  follow  instructions? 

A.  I  do  not  have  any  recollection  of  that  discus- 
sion in  any  way. 

Q.  Now,  with  reference  to  Finstad  and  Utgard, 
as  I  understand  your  testimony,  you  as  the  account- 
ant approved  the  set-up  by  which  Finstad  and  Ut- 
gard  or  checks  from  Finstad  and  Utgard,  to  Ege- 
ness,  were  used  in  payment  to  Mrs.  Finstad  for  her 
stock ;  is  that  correct  ? 

The  Witness:  I  would  like  to  have  that  question 
read  again. 

The  Court:     Mr.  Reporter,  read  the  question. 

(Whereupon,    preceding   question   was    read 
by  the  reporter.) 

A.     That  was  the  agreement,  yes.  [4332] 
Q.     (By  Mr.  Griffin):     Those  payments  to  Mrs. 
Finstad   for  her   stock   was   the   stock  being   pur- 
chased by  Mr.  Forster,  wasn't  it? 
A.     Not  according  to  the  agreement,  no. 
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Q.  You  were  very  familiar  with  that  matter, 
were  you  not,  Mr.  Taylor? 

A.     The  books  display  exactly  what  happened. 

Q.  Mr.  Taylor,  certain  stockholders,  Grant  and 
another,  and  Egeness,  and  eventually  Grant  and 
Egeness  had  entered  into  an  agreement  to  purchase 
the  stock  of  Mrs.  Finstad,  didn't  they? 

A.     As  I  remember  it,  yes. 

Q.  Mr.  Forster  entered  into  an  agreement  with 
Grant  and  Egeness  to  purchase  all  of  their  stock 
and  take  over  their  contract  to  purchase  Mrs.  Fin- 
stad's  stock,  didn't  they? 

A.     That  is  as  I  understood  it,  yes. 

Q.  All  right;  so,  Mr.  Forster  was  acquiring  all 
the  stock  in  Finstad  and  Utgard,  wasn't  he? 

A.  No.  The  records  show  that  Mr.  Egeness  was 
paying  for  some  of  that  stock. 

Q.  I  am  not  asking  you  about  how  you  kept  any 
books,  Mr.  Taylor.  You  had  possession  of  all  the 
original  documents  in  the  Finstad  and  Utgard  deal, 
didn't  you?  A.    No.  [4333] 

Mr.  Griffin:  Will  you  mark  this,  for  identifica- 
tion, please? 

The  Clerk :  Defendants'  Exhibit  No.  A-119  marked 
for  identification. 

(Defendants'  Exhibit  No.  A-119  marked  for 
identification.) 

Q.  (By  Mr.  Griffin) :  You  handled  the  details 
of  Mr.  Forster 's  purchase  in  Finstad  and  Utgard, 
didn't  you,  Mr.  Taylor?  A.     I  did  not. 

Q.     Handing  you  Exhibit   A-119   for  identifica- 
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tion,  I  will  ask  you  if  that  is  not  a  letter  from  Mr. 
Carl  Croson  to  Finstad  and  Utgard,  to  your  atten- 
tion, dated  March  28,  1945;  that  is  a  copy  \ 

A.     This  letter 

Q.     (Interposing)     I  am  just  asking  what  it  is. 

A.  It  is  a  letter  addressed  to  Finstad  and  Ut- 
gard, Incorporated,  Mt.  Vernon,  Washington,  at- 
tention Mr.  L.  Hicks  Taylor,  accountant. 

Q.    You  received  that? 

A.  I  am  not  positive  that  I  ever  had  that  letter 
in  my  possession. 

Q.  Not  positive  that  you  ever  had  the  original 
of  this  letter  in  your  possession? 

A.     No,  I  am  not  positive  that  I  ever  did.  [4334] 

Q.  I  will  ask  you  if  there  was  not  forwarded  to 
you  the  items  shown  in  this?  Now,  for  the  purpose 
of  refreshing  your  recollection,  there  was  not  for- 
warded to  you  the  items  specified  in  Exhibit  A-119 
for  identification? 

Mr.  LeSourd:  I  suggest,  your  Honor,  that  the 
letter  be  put  in  evidence  prior  to  that.  We  have 
no  objection  to  it. 

Mr.  Griffin:  If  there  is  no  objection — I  didn't  as- 
sume identification  was  complete. 

Mr.  Moriarty:  We  have  no  objection  if  Mr. 
Taylor  doesn't  object. 

The  Court:  Mr.  Keesling,  you  have  no  objec- 
tion ? 

Exhibit  A-119  may  be  admitted,  there  being  no 
objection. 
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(Defendants'  Exhibit  A-119  admitted  in  evi- 
dence.) 

Q.  (By  Mr.  Griffin  continuing)  :  Now,  Mr.  Tay- 
lor, this  is  on — A-119  is  on  the  letterhead  of  Croson, 
Johnson  &  Wheelon,  March  28,  1945,  Finstad  and 
Utgard,  Incorporated,  Mt.  Vernon,  Washington, 
Attention:  Mr.  L.  Hicks  Taylor,  Acccountant. 

"Dear  Sir: 

"Enclosed  you  will  please  find  the  following: 

"Quit  Claim  Deed  from  Peter  K.  Utgard,  a 
bachelor  of  New  Richmond,  Wisconsin." 

"2.  Statutory  Quit  Claim  Deed  from  Mary  Fin- 
stad to  Finstad  and  Utgard,  Incorporated." 

With  explanations  of  what  the  deeds  are. 

"3.   A  bill  of  sale  *  *  *" 

"4.    A  recorded  deed  *  *  *" 
from  other  parties  involving  other  parties. 

"5.    An  old  tax  receipt  *  *  *" 

"6.  Photostatic  copy  of  payment  of  taxes  in  the 
year  1927  paid  by  Finstad  and  Utgard." 

"7.  A  Quit  Claim  Deed  from  Mary  S.  Finstad, 
a  widow,  to  Finstad  and  Utgard,Incorporated"  *  *  * 
correcting  another  deed. 

"8.    Copy  of  the  Decree  entered  in  Skagit  Coun- 

"9.  You  will  also  please  find  a  statement  from 
Mary  Finstad  dated  August  1,  1943,  that  James 
Cook,  W.  S.  Grant,  John  Roberts  and  Vern  Egenes 
had  paid  her  $13,000  on  their  contract  to  purchase 
the  stock  of  Finstad  and  Utgard,  Incorporated." 

"10.    Receipt  from  Mary  Finstad  dated  August 
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L,  1943,  that  the  total  amount  duo  on  the  contract 
Df  sale  for  all  the  stock  of  Finstad  and  Utgard,  In- 
corporated, dated  the  3d  day  of  December,  [4336] 
L941  was  $27,000  as  of  July  1,  1943." 

"11.    A  receipt  *  *  *" 

"12.  I  also  hand  you  various  papers  in  connection 
with  the  various  freezers  purchased  by  Issaquah 
Creamery  Company.  While  I  do  not  anticipate  that 
you  will  need  these,  I  hand  them  to  you  to  place  in 
your  files. 

"I  still  hold  as  escrow  holder  under  escrow  dated 
February  8,  1941,  stock  certificates  numbered  21  to 
29,  both  inclusive,  of  the  capital  stock  of  Finstad 
and  Utgard,  Incorporated,  to  be  delivered  to  Mr. 
Hans  Forster  upon  the  payment  of  the  remaining 
balance  of  the  contract  of  purchase  of  the  stock 
from  Mary  Finstad. 

"The  original  of  the  Minutes  of  the  meeting  of 
the  Board  of  Directors  on  June  26,  1944  were  de- 
livered to  Hans  Forster  with  the  original  of  the 
Waiver  of  Notice,  and  the  resignation  of  J.  D.  Rob- 
arts,  W.  S.  Grant  and  Vern  B.  Egenes  as  treas- 
urer. 

"13.  I  hand  you  herewith  two  of  the  old  Minutes 
Books — "  and  describing  them. 

"I  am  retaining  the  Stock  Book  in  my  possession 
until  I  close  the  escrow.  When  Mr.  Forster  has  paid 
Mrs.  Finstad  the  balance  due  on  her  contract,  I  will 
then  deliver  the  endorsed  stock  certificates  to  Mr. 
Forster.  [4337] 

"I  am  assuming  that  you  are  taking  care  of  the 
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current  minutes  for  the  corporation.  If  you  wish 
my  help  in  this,  please  let  me  know  as  I  have  as- 
sumed no  responsibilities  without  instructions. 

"A  copy  of  this  letter  is  being  sent  to  Mr.  Hans 
Forster,  care  of  Issaquah  Creamery  Company,  Issa- 
quah,  Washington. 

"Yours  very  truly, 

Croson,  Johnson  and  Wheelon." 

"P.S.  This  closes  the  obligation  of  Messrs.  Grant, 
Egenes,  Cook  and  Roberts,  and  the  balance  of  the 
purchase  price  to  them  may  now  be  paid." 

Does  that  refresh  your  recollection  that  you  re- 
ceived these  documents'? 

A.  It  refreshes  my  recollection  completely. 
Those  documents  were  mailed  to  Mt.  Vernon.  They 
were  given  to  Mr.  Forster  and  he  took  them  to 
Issaquah,  and  I  think  before  he  took  them  to  Issa- 
quah, that  I  looked  some  of  them  over,  and  I  may 
have  later  had  some  of  them  in  my  office,  but  that 
letter  was  mailed  to  Mt.  Vernon,  not  to  me.  I  prob- 
ably had,  possibly,  some  of  those  documents,  but 
the  whole  package  was  not  delivered  to  me  in  its 
entirety. 

Q.  Then  Mr.  Forster  was  purchasing  Mrs.  Fin- 
stad's  stock,  wasn't  he?  [4338] 

A.     That  was  the  original  agreement,  yes. 

Q.  He  was  purchasing  the  Egeness  stock,  and 
Grant  stock,  wasn't  he? 

A.     That  was  the  intention,  yes. 

Q.  And  that  constituted  all  the  stock  of  the 
corporation,  didn't  it? 
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A.  Except  the  agreement  between  Mr.  Forster 
and  Egeness  and  myself. 

Q.  Where  did  yon  ever  get  the  idea,  Mr.  Taylor, 
that  there  was  a  separate  agreement  bet  ween  Mr. 
Egeness  and  Mr.  Forster? 

A.     Well,  it  was  made  in  my  presence. 

Q.  As  I  understand  your  testimony,  Mr.  Ege- 
ness  was  buying  stock  from  Mr.  Forster,  is  that 
right?  A.     That  is  correct. 

Q.  All  right;  Mr.  Egeness  was  selling  his  inter- 
est to  Mr. — his  interest  to  Mr.  Forster  for  a  bal- 
ance of  thirteen  thousand  dollars  under  the  agree- 
ment referred  to  in  Exhibit  A-119,  wasn't  he? 

A.     It  was  completely  paid  for. 

Q.     I  didn't  ask  you  that. 

A.    Yes;  it  was  completely  paid  for. 

Q.  He  was  selling  his  stock  for  thirteen  thou- 
sand dollars,  and  I  understand,  according  to  your 
testimony,  a  separate  agreement  was  made  in  your 
presence  by  which  [4339]  Mr.  Egeness  was  buying 
that  same  stock  back  from  Mr.  Forster  for  twenty- 
six  thousand  dollars,  is  that  right? 

A.     That  is  my  understanding. 

Q.  Well,  irrespective  of  what  they  were  doing, 
irrespective  of  your  understanding,  the  fact  is  that 
the  money  paid  out  of  Finstad  and  Utgard  to  Mr. 
Egeness  and  paid  by  Egeness  to  Mrs.  Finstad  was 
income  to  Mr.  Forster,  wasn't  it? 

A.  No.  The  records  show  that  Mr.  Egeness  paid 
the  tax  on  that  money  and  it  was  set  up  as  a  salary 
on  the  corporate  records. 
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Q.  I  am  not  asking  you  anything  about  what  you 
did  on  the  records,  Mr.  Taylor.  The  fact  is,  even 
under  your  statement,  that  Egeness  was  buying 
stock  from  Mr.  Forster,  wasn't  it? 

A.     Tie  was  buying  a  share  of  the  contract,  yes. 

Q.  Oh,  he  was  buying  a  share  of  the  Finstad 
contract  I 

A.  I  understood  he  was  buying  twenty-five  per 
cent  of  that  contract,  of  the  stock  in  escrow,  of  Mrs. 
Finstad. 

Q.  Now,  as  a  matter  of  fact,  Mr.  Taylor,  there 
was  no  such  agreement  suggested  or  made  in  your 
presence  or  out  of  your  presence  between  Mr.  For- 
ster and  Mr.  Egeness,  was  there? 

A.     Yes,  there  was.  [4340] 

Q.  It  was  a  device  set  up  in  your  mind  to  ex- 
plain how  you  carried  your  ledger,  wasn't  it,  and 
didn't  show  income'?  A.     It  was  not. 

Q.  Mr.  Taylor,  is  it  physically  possible  to  have 
a  minus  inventory? 

Mr.  LeSourd:  Object  to  that,  your  Honor,  as 
irrelevant  and  immaterial,  and  improper  cross-ex- 
amination. Counsel  attempted  to  go  into  this  matter 
when  Mr.  Gorans  was  on  the  stand,  I  believe,  and 
your  Honor  ruled  at  that  time  it  was  irrelevant, 
and  it  is  still  irrelevant  and  not  covered  in  any  ex- 
amination in  chief,  and  not  a  proper  part  of  the 
cross-examination. 

The  Court:    What  does  this  relate  to,  Mr.  Griffin? 

Mr.  Griffin:  It  relates  to  the  accounting  of  Mr. 
Taylor,  these  work  sheets  that  he  refers  to.  It  re- 
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latrs  to  the  testimony  that  there  eannot  be  a  minus 
inventory.  It  is  a  physical  impossibility,  and  I  pro- 
pose to  show  that  Mr.  Taylor,  from  time  to  time, 
carried  minus  inventory  as  a  bookkeeping  device, 
which   is  a  physical   impossibility. 

Mr.  LeSourd:  I  might  refresh  your  Honor's  re- 
collection. These  involved  not  year-end  matters,  at 
all,  but  matters  within  the  year  which  your  Honor 
ruled  [4841]  were  irrelevant  when  offered  prior  to 
this  time. 

Mr.  Griffin:     I  am  not  showing 

The  Court:  (Interposing)  It  has  relation  to  en- 
tries made  by  this — by  Mr.  Taylor? 

Mr.  Griffin:     Yes,  your  Honor. 

The  Court:  The  Court  will  overrule  the  ob- 
jection. 

Q.  (By  Mr.  Griffin  continuing) :  Mr.  Taylor,  is 
it  physically  possible  in  bookkeeping  practice,  to 
have  a  minus  inventory  ?  A.     No. 

Q.  You,  however,  in  your  bookkeeping  set-up  of 
Issaquah  Creamery,  carried  minus  inventory  from 
time  to  time,  didn't  you? 

Mr.  LeSourd:  Just  a  moment,  Mr.  Taylor.  Same 
objection. 

The  Court:    Objection  overruled.  A.    No. 

Mr.  LeSourd:  Your  Honor,  may  I  have  a  con- 
tinuing objection  to  this  or  does  your  Honor  desire 
me  to  raise  it  each  time? 

The  Court:  You  mean  matters  relating  to  a 
minus  inventory? 

Mr.  LeSourd:    Yes.  [4342] 
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The  Court:  You  may  have  a  continuing  objec- 
tion. 

Mr.  LeSourd:  Yes,  on  the  grounds  just  previ- 
ously stated. 

The  Court :  Yes,  on  the  grounds  it  is  beyond  the 
scope. 

Mr.  LeSourd:  And  it  is  irrelevant  and  imma- 
terial and  improper  cross-examination. 

The  Court:  You  may  have  a  continuing  objec- 
tion. 

Q.  (By  Mr.  Griffin) :  Mr.  Taylor,  I  hand  you 
A-51  for  identification  and  ask  you  what  that  is? 

A.  There  should  be  a  sheet  attached  to  this. 
This  is  Issaquah  Creamery  Company,  trial  balance, 
and  work  sheet  of  March  31,  1949. 

Q.  By  "work  sheet",  you  mean  it  is  your  work 
sheet  I 

A.     It  is  my  work  sheet,  and  my  handwriting. 

Q.  And  handing  you  A-52  for  identification,  I 
will  ask  you  what  that  is? 

A.  This  is  a  work  sheet  of  April  30,  1949,  in 
my  handwriting. 

Mr.  Griffin:  Will  you  mark  this  for  identifica- 
tion? 

The  Clerk:     Defendants'  Exhibit  A-120  marke 
[4343]  for  identification. 

(Defendants'  Exhibit  A-120  marked  for  iden- 
tification.) 

Q.  (By  Mr.  Griffin):  Handing  you  A-120  foi 
identification,  Mr.  Taylor,  I  will  ask  you  if  that  h 
one  of  the  tapes  comparable  to  A-16? 
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A.     Yes;  this  is  a  tape,  March  31,  1950. 

Q.     And  your  handwriting  is  on  il  \ 

A.  I  find  a  few  notations  here.  There  is  no 
other  handwriting  of  mine  on  it. 

Mr.  Griffin:    I  offer  A-51. 

Mr.  LeSourd:  If  your  Honor  please,  we  raise 
the  same  objection  to  A-51.  Your  Honor  previously 
rejected  it  when  offered  for  the  same  purpose  it  is 
now  being  offered. 

Its  admissibility  is  even  less  proper  now  in  view 
of  the  fact  that  this  a  matter  entirely  outside  the 
direct  examination.  Your  Honor  rejected  it  before 
because  it  was  irrelevant,  and  it  is  still  irrelevant. 

Mr.  Griffin:  The  rejection  before,  if  the  Court 
please,  was  not  objected  to.  That  was  in  regard  to 
direct  examination  of  a  witness. 

Now,  we  are  on  cross-examination  of  a  witness's 
[4344]  own  documents. 

Mr.  LeSourd:  Certainly  there  was  nothing  in 
the  direct  examination  that  made  this  any  more 
relevant  than  it  was  before,   your  Honor. 

The  Court:  I  understand,  Mr.  LeSourd,  your 
theory.  The  Court  has  indicated  before,  on  cross- 
examination  with  this  witness,  matters  relating  to 
the  books  which  he  kept  I  have  permitted  a  larger 
seope,  and  I  am  inclined  to  overrule  the  objection, 
without  knowing  specifically  what  the  matter  is.  It 
possibly  might  be  irrelevant  but  I  would  overrule 
the  objection.  It  may  be  admitted. 

(Defendants'  Exhibit  A-51  admitted  in  evi- 
dence.) 
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The  Court :  There  is  one  question,  however,  about 
this  March  21,  1950. 

Mr.  Griffin:  I  haven't  offered  that,  yet.  This  is 
1949. 

The  Court:  That  is  within  the  period.  Exhibit 
A-51  may  be  admitted. 

Q.  (By  Mr.  Griffin)  :  Now,  handing  you  A-51, 
Mr.  Taylor,  there  have  been  some  writing  over  of 
figures  in  A-51,  a  change  of  figures? 

A.     Possibly  some  adjustment,  yes.  [4345] 

Q.  Before  the  adjustments,  what  does  A-51  show 
as  to  inventory  on  hand,  Issaquah  Creamery  Com- 
pany, March  31,  1949? 

A.  Is  this  the  one  you  are  referring  to  (in- 
dicating) 1 

Q.  No;  I  am  just  asking  you  what  it  shows  as 
to  inventory. 

A.  I  have  a  minus  figure  in  the  caption  of  "In- 
ventory", $5,789.18.   That  requires  explanation. 

Mr.  LeSourd:  Go  ahead  and  explain  your  an- 
swer. 

A.  (Continuing)  When  we  work  out  these  work 
sheets,  we  try  to  analyze  a  little  bit  as  to  the  profit 
picture  that  appears.  Not  having  a  slip  showing 
what  inventory  Mr.  Erickson  gave  to  me,  I  don't 
know  what  figure  was  worked  on,  but  in  using  the 
inventory,  we  find  that  the  profit  has  ballooned  to 
a  point  that  it  is  impossible  to  have  made  such  a 
profit.  So,  in  analyzing  it,  I  take  the  estimate,  what 
may  have  not  been  charged  in  purchases,  there  may 
be  a  sale  that  has  been  brought  in  ahead,  or  left 


United  Whiles  of  America  2089 

(Testimony  of  L.  i  licks  Taylor.) 
out,  and  there  can  be  various  things  that  affect  a 
work  shoot  of  this  type.  So,  in  order  to  bring  some 
kind  of  a  viewpoint  to  the  point  of  this  business,  I 
made  an  estimate  thai  the  inventory  was  overstated, 
that  the  purchases  wore  probably  overstated,  and  I 
estimated  that  the  [4346]  costs  of  goods  sold  would 
have  to  bo  reduced  possibly  $5,789.18  to  display 
somewhere4  near  the  true  profit  for  the  period. 

It  is  merely  a  calculation.  A  minus  inventory  does 
not  exist,  only  on  paper.  It  does  not  exist  other- 
wise, and  this  being  a  notice  to  Mr.  Forster  that 
pie  gross  profit  could  not  range  to  the  figure  that 
an  actual  inventory  would  show.  I  use  this  as  a  flag, 
to  let  him  know  that  I  thought  there  was  some  error 
somewhere. 

Q.  (By  Mr.  Griffin) :  Where — this  work  shoot  is 
one  of  these  you  have  been  claiming  all  of  this  time 
as  your  own,  isn't  it? 

A.     I  prepared  it,  yes. 

Q.  What  you  delivered  to  Mr.  Forster  was  one 
of  the  balance  sheets  on  white  paper? 

A.     Typed  up,  yes. 

Q.  Typed  up;  well,  where  was  there  any  flag 
on  that  typed-up  paper  that  you  delivered  to  him  ? 

A.  I  would  say  that  Mr.  Forster  can  read  one 
of  these  statements,  and  when  he  would  see  the  in- 
ventory marked  minus  on  the  balance  sheet  and  saw 
tho  inventory  marked  minus  on  the  profit  and  loss 
statement,  that  he  would  know  that  there  was  some- 
thing that  should  need  [4347]  some  action,  or  for 
correction. 
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Q.     That  was  your  job,  wasn't  it? 

A.     Not  necessarily. 

Q.  Did  you  ever  carry  a  minus  inventory  into 
a  year-end  statement  for  tax  purposes  ? 

A.  No;  no,  this  is  descriptive  of  operation.  It  is 
for  a  purpose  of  keeping  a  proprietor  of  a  business 
in  line,  and  giving  him  some  idea  what  his  profits 
are  running  for  the  period. 

Q.     Mr.  Taylor, 

A.  (Interposing)  This  has  nothing  to  do  wuth 
the  closing  of  books.  This  is  not  closed  into  the 
books  at  all.  This  is  a  work  sheet. 

Q.  (Continuing)  Mr.  Taylor,  that  statement, 
that  balance  statement  that  you  delivered  to  Mr. 
Forster  once  each  month,  was  not  a  work  sheet, 
was  it? 

A.  It  was;  it  was  a  descriptive  sheet  for  the 
period  under  review. 

Q.  And  you  say,  Mr.  Taylor,  that  A-51  on  the 
white  sheet  that  you  delivered  to  Mr.  Forster  was 
a  flag? 

A.     That  is  right,  flagging  that  figure. 

Q.  Mr.  Taylor,  as  an  accountant  finding  a 
minus  inventory  from  a  bookkeeper,  was  it  any  flag 
to  you?  A.     Sure.  [4348] 

Q.  Then  why  didn't  you  investigate  and  correct 
that  situation? 

A.  I  called  it  to  the  attention  of  Mr.  Forster  and 
Mr.  Erickson,  both. 

Q.     How  many  times? 

A.     Is  that  a  question?  I  apologize,  Mr.  Griffin. 
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Mr.  Griffin:    It  is  all  right. 

A.  How  many  limes  did  I  call  him  on  this  one 
jtung?  I  do  not  recollect  that  it  happened  very 
i '.any  times.  I  think  probably  two  or  three  times 
n  my  experience  out  there. 

Q.  How  could  it  happen  more  than  once  if  you 
'ailed  it  to  Mr.  Erickson's  attention*? 

A.  I  might  call  your  attention  to  this,  Mr. 
griffin.  I  was  always  thirty  days  behind  in  the 
nonlh-end  work.  I  went  out  usually  the  last  Satur- 
lay  of  the  month  following.  By  the  time  T  would 
lave  this  completed  and  mailed  to  him  another 
nonth  would  have  closed  up,  and  it  is  possible  that 
;his  same  situation  could  have  carried  over  a  two- 
nonth  period. 

Q.  Well,  Mr.  Taylor,  will  you  explain  to  the 
Jury  how  Mr.  Erickson  could  obtain  a  minus  in- 
ventory ? 

A.  Oh,  there  are  many  ways  that  in  calcula- 
tion  

Q.  (Interposing)  Now,  before — let  me  interrupt 
[4349]  you  before  we  do  that,  because,  as  you  said, 
the  inventory  sheet  supplied  by  Mr.  Erickson  is  not 
m  this?  A.     That  is  right. 

Q.  So  that  I  will  hand  you  A-52,  which  also 
Blows  a  minus  inventory,  does  it  not,  and  that  is  for 
the  month  of  April 

Mr.  LeSourd:  (Interposing)  Just  a  moment.  I 
think  that  should  be  offered  before  it  is  talked 
about. 

The  Court:     Wasn't  it  offered? 


2092  Hans  Forster  vs. 

(Testimony  of  L.  Hicks  Taylor.) 

Mr.  LeSourd:     I  don't  believe  so. 

Mr.  Griffin:  I  am  sorry.  I  thought  A-51  and 
A-52  were  both  in. 

Q.  (By  Mr.  Griffin  continuing) :  April  30, 
1949 

Mr.  LeSourd:  (Interposing)  We  will  make  the 
same  objection,  your  Honor.  It  is  also  one  that  was 
excluded  by  your  Honor  when  offered.  It  is  irrele- 
vant and  immaterial,  and  improper  cross-examina- 
tion. 

The  Court:    It  is  a  work  sheet. 

Mr.  Griffin:     Yes,  your  Honor. 

The  Court:    The  objection  is  overruled. 

(Defendants'  Exhibit  No.  A-52  admitted  in 
evidence.)   [4350] 

Q.  (By  Mr.  Griffin  continuing) :  A-52  shows 
what  as  to  inventory,  Mr.  Taylor,  your  work  sheet? 

A.  An  inventory  figure  written,  not  in  my  pen- 
manship, shows 

Q.  (Interposing)  I  said,  please,  just  a  moment, 
what  does  your  work  sheet  show  as  to  inventory? 

A.  My  work  sheet  shows  a  minus  $7,618.76  on 
the  P  &  L  statement. 

Q.     That   is   dollars? 

A.     That  is  correct. 

Q.  Now,  you  were  starting  to  explain  how — 
starting  to  explain  how  Mr.  Erickson  could  get  a 
minus  inventory.  Now,  the  first  sheet 

Mr.  LeSourd:  (Interposing)  I  will  object  to 
that.  He  never  said  Mr.  Erickson  said  anything 
about  a  minus  inventory.  I  will  obiect  to  Mr. 


United  States  of  America  2093 

(Testimony  of  L.  Hicks  Taylor.) 

r.i v.  Griffin:  (Interposing)  I  think  that  is  what 
we  started  to  do  when  I  interrupted,  so  that  he 
could  have  this  sheet. 

Q.  (By  Mr.  Griffin  continuing):  I  interrupted 
you  again. 

Tli is  sheet  attached  is  Mr.  Erickson's  handwrit- 
ing, isn't  it? 

A.     That  is  my  belief,  it  is.  [4351] 

It  looks  more  like  it. 

Q.  That  would  be  the  sheet  he  gave  you  as  to  in- 
ventory ?  A.     Correct. 

Q.     Now, 

Mr.  Griffin:     Does  the  Court  want  to  adjourn? 

The  Court:  We  can  go  another  five  minutes  or 
so. 

Mr.  Griffin:    Yes. 

Q.  (By  Mr.  Griffin  continuing)  :  Now,  will  you 
explain  to  the  Jury  how  Mr.  Erickson  could  get  a 
minus  inventory  when  there  are  actually  physical 
assets  on  hand? 

A.  Mr.  Griffin,  might  I  explain  this?  I  think  you 
asked  me  how  Mr.  Erickson  could  get  a  minus 
inventory.  Mr.  Erickson  has  not  furnished  me  a 
minus  inventory.  He  has  furnished  me  a  plus  in- 
ventory. This  is  only  my  calculation  to  call  atten- 
tion to  what  I  think  could  have  happened.  It  is 
only  a  calculation.  If,  from  this  work  sheet,  we  take 
the  inventory  that  Mr.  Erickson  gave  me  of  $42,- 
381.24,  this  business  in  four  months'  period,  clear 
beyond  all  question  of  doubt,  showed  a  profit  of 
$129,231.99  which  was  a  profit  of  about  25  percent 
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which  they  never  made  in  their  lives.  So,  I  started 

making   my   calculation   to   see   if   I   could   arrive 

[4352]    at  something  that   I  thought  might  be  in 

error. 

(Whereupon,  there  was  a  brief  pause  while 
the  air  raid  sirens  blew.) 

A.  (Continuing)  I  started  making  my  calcula- 
tion to  see  if  I  could  determine  an  approximate 
amount  of  difference  that  could  exist,  the  theory 
being  that  many  times  that  an  inventory  may  be 
taken  a  week  later  than  the  close  of  the  end  of  the 
month.  It  might  have  been  taken  the  week  before. 
It  might  have  been  taken  on  Sunday.  Inventories 
are  taken  at  different  periods  and  this  being  one 
month  back,  as  I  have  explained  to  you,  I  always 
did  this  work  sheet  one  month  after  the  jour- 
nal was  closed,  so  I  made  out  a  balance  sheet  here 
and  by  using  the  inventory  of  $42,381.24,  by  the  net 
worth  basis  which  has  been  discussed  here,  this  sheet 
showed  a  profit  of  $129,231.99,  or  approximately 
$32,000  a  month  profit  in  those  four  months. 

So,  I  felt,  in  my  own  mind,  that  there  must  be 
some  difference,  so  in  order  to  place  it  before  Mr. 
Forster,  I  made  a  calculation  of  an  approximation 
of  $50,000  that  was  probably  taken  in  in  some  in- 
direct way,  and  I  came  out  with  a  profit,  by  apply- 
ing fifty  thousand  dollars  to  purchases,  reducing 
them  by  the  $42,000  inventory,  with  a  profit  of  $79,- 
231.99,  which,  in  actual  figures,  is  approximately 
fifty  thousand  dollars  [4353]  even  difference. 

This  was  only  as  a  flag,  or  a  notice,  that  some- 
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where,  there  must  have  been  an  error  of  somewhere 
in  the  neighborhood  of  fifty  thousand  dollars,  and 
should  be  corrected,  and  I  am  thirty  days  after  the 
journal  has  been  closed,  so  something  lias  to  be 
worked  out  in  the  following  period.  That  is  the  pin- 
pose  of  what  you  might  call  not  a  nice  inventory, 
or  an  addition  to  the  cost  of  goods  sold,  and  I  have 
added  $7,618.76  to  the  cost  of  goods  sold  to  attempt 
to  arrive  at  a  true  gross  profit. 

The  Court:  Now,  Ladies  and  Gentlemen  of  the 
Jury : 

We  are  going  to  recess  a  little  early  this  noon, 
so  at  this  time,  we  will  suspend  operation  of  the 
case  now  before  five  minutes  after  twelve.  The 
Court  calls  your  attention  to  the  admonition  given 
you  on  similar  occasions,  and  asks  that  you  heed  the 
same  admonition  on  this  occasion. 

You  may  now  be  excused  until  1:45. 

(Whereupon,  the  Jury  retired  from  the  court- 
room.) 

(Whereupon,  at  12:06  o'clock  p.m.  a  recess 
was  had  in  the  within-entitled  and  numbered 
cause  until  1:46  o'clock  p.m.  April  21,  1954,  at 
which  time,  counsel  [4354]  and  defendants 
heretofore  noted  being  present,  the  following 
proceedings  were  had,  to-wit:) 
The  Court:    You  may  call  the  Jury. 

(Whereupon,  the  Jury  was  returned  to  the 
courtroom.) 

The  Court:    You  may  be  seated. 
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It  is  stipulated  that  the  Jury  and  all  defendants 
are  present  in  the  courtroom'? 

Mr.  Griffin:    Yes,  your  Honor. 

Mr.  Moriarty:     Yes,  your  Honor. 

The  Court:    You  may  proceed,  Mr.  Griffin. 

Q.  (By  Mr.  Griffin) :  Mr.  Taylor,  proceeding 
with  A-52,  which  is  the  sheet  we  were  examining 
about  prior  to  recess,  as  I  understand  your  testi- 
mony, upon  this  attached  slip  of  paper,  Mr.  Erick- 
son  gave  you  inventory,  April  30,  1949,  in  his  own 
handwriting,  $42,381.24,  is  that  correct? 

A.     Yes. 

Q.  Above  that,  you  have  written  on  this  inven- 
tory slip  that  Mr.  Erickson  gave  fifty  thousand 
dollars,  is  that  correct?  A.     Yes. 

Q.  Subtracted  Mr. — the  figure  given  you  by  Mr. 
Erickson  and  got  a  minus  inventory  of  $7,618.76; 
correct?  [4355] 

A.  I  got  minus  cost  of  goods  sold,  or  minus  in- 
ventory, whichever  you  want  to  call  it. 

Q.  And  minus  $7,618.76  is  your  figure,  and  not 
Mr.  Erickson's?  A.     Right,  sir. 

Q.  Then  you  did  not  accept  figures  from  the  tape 
for  inventory  and  simply  enter  them  in  the  books, 
did  you  ?  A.     May  I  have  it,  please  ? 

(Whereupon,  Exhibit  was  handed  to  the  wit- 
ness by  Mr.  Griffin.) 

A.  (Continuing)  This  Exhibit  A-52  is  a  work 
sheet,  and  none  of  the  figures  that  are  used  in  work- 
ing out  a  work  sheet,  except  the  original  trial  bal- 
ance, which  are  the  figures  that  show  on  the  left- 
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land  here,  are  in  the  books.  We  do  not  ent<  c 
Monthly  any  of  these  figures.  They  arc  only  for 
informative  purposes,  these  work  sheets.  So,  the 
looks  have  not  been  changed  in  any  way  because 
>f  this  calculation. 

Q.  I  think  you  testified  just  before  recess  that 
n  analyzing  these  figures,  you  determined  that  there 
teas  a  fifty  thousand  dollar  error,  is  that  correct  ! 

A.  Not  necessarily  an  error.  I  wouldn't  say.  I 
igure  that  there  must  be  some  discrepancy  of  some 
and.  I  wouldn't  know  what  it  would  be.  [4356] 

Q.  You  wouldn't  know  what  it  would  be,  and  you 
uoceeded  to  analyze  the  figures  on  Exhibit  A-52? 

A.     Yes,  I  came  to  a  conclusion  of  my  own. 

Q.     And  you  made  the  changes  accordingly? 

A.    Yes. 

Q.  Well,  Mr.  Taylor,  wouldn't  the  place  to  look 
'or  a  fifty  thousand  dollar  error  in  the  month  of 
Lpril  be  in  the  books  of  the  corporation? 

A.  Well,  you  understand  I  was  out  there  one 
lay,  and  probably  this  was  done  in  my  office  the 
lext  day,  or  a  day  later.  I  didn't  have  the  book  to 
nake  an  examination. 

Q.  Mr.  Taylor,  would  not  the  place  to  find  a  fifty 
ihousand  dollar  error  in  the  month  of  April,  1948, 
)e  in  the  books,  or  records,  of  the  Issaquah  Cream- 
ay  Company,  or  Alpine — Issaquah  Creamery  Com- 
)any  % 

A.  You  are  absolutely  correct.  That  is  what  that 
¥as  for,  to  call  it  to  the  attention  of  whoever  might 
;heck  on  it. 
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Q.  Why  didn't  you  examine  the  necessary  books 
of  the  Issaquah  Creamery  Company  to  find  where 
a  manifest  error  had  been  made  in  the  month  of 
July,  1948?  A.     I  was  not 

Q.    (Interposing)     1949. 

A.  (Continuing)  making  audits  of  the  rec- 
ords [4357]  at  that  time. 

Q.  An  analysis  of  a  trial  balance  by  an  account- 
ant is  the  highest  form  of  professional  auditing, 
is  it  not?  A.     No. 

Q.  Just  a  moment.  Where  it  results  in  the 
change  of  income  or  disbursements? 

A.     No,  it  is  not. 

Q.  Then  I  understand  your  testimony  that  with 
a  fifty  thousand  dollar  error  somewhere  as  of  April, 
1949,  you  made  a  report  to  Mr.  Forster  simply 
based  upon  assumptions,  is  that  correct? 

A.     That  is  correct,  for  his  knowledge,  yes. 

Mr.  Griffin:  Will  you  mark  this  folder  for  iden- 
tification, please? 

The  Clerk:  Defendants'  Exhibit  No.  A-121 
marked  for  identification. 

(Defendants'  Exhibit  No.  A-121  marked  for 
identification.) 

The  Court:    Is  that  121,  Mr.  Clerk? 

The  Clerk:    Yes,  your  Honor. 

The  Court:    What  is  120? 

The  Clerk:  This,  which  was  not  offered  (in- 
dicating.) 

Mr.  Griffin:     That  is  identified  and  not  offered. 

Q.     (By  Mr.  Griffin)  :    Handing  you  Exhibit  A- 
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L21  for  identification,  I  will  ask  you  if  tliis  is  the 
lalance  sheet,  Issaquah  Creamery,  profit  and  loss 
itatement,  working  papers,  as  you  call  them,  to 
vhich  is  attached  a  minute  signed  by  you,  the  bal- 
mce  sheet  being  as  of  March  31,  1950? 

A.     Yes,  that  is  my  work  sheet. 

(Whereupon,  there  was  a  brief  pause.) 

Mr.  LeSourd:  We  object  to  it,  as  irrelevant  and 
mmaterial,  and  improper  cross-examination.  It  is 
nitside  March,  1950. 

Mr.  Moriarty:  We  join  in  the  objection,  if  your 
Honor  please. 

Mr.  Griffin:  May  I  state  the  purpose  of  the 
)ffer? 

The  Court:    You  may. 

Mr.  Griffin:  I  am  concerned  only  in  the  offer 
vith  the  balance  sheet  and  profit  and  loss  statement, 
Lssaquah  Creamery  Company,  to  ascertain  if  that 
s  the  same  sort  of  balance  sheet  and  profit  and 
oss  statement  that  he  submitted  to  Mr.  Forster, 
which  he  says  was  a  flag  in  19 — in  the  months — 
tor  the  month  of  March  31,  1949,  and  April,  1949, 
)f  which  we  cannot  find  the  white  sheets  themselves. 
[  am  dealing  with  this  matter  of  inventory,  only. 

The  Court:     It  is  in  1950? 

Mr.  Griffin:  Yes,  March,  1950.  I  simply  want 
to  use  the  first  two  sheets  as  an  example,  is  all. 

The  Court:  It  is  difficult  for  me  to  see  how 
anything  in  1950,  regardless  of  what  the  purpose 
might  be,  Mr.  Griffin,  would  be  admissible.  It  is 
beyond 
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Mr.  Griffin:  (Interposing)  There  is  no  question 
about  that. 

The  Court:     That  is,  over  objection. 

Mr.  Griffin:     I  understand. 

The  Court:  Objection  will  be  sustained  at  this 
time  unless  there  is  a  further  showing. 

Mr.  Griffin:    All  right. 

Q.  (By  Mr.  Griffin) :  Did  you  submit  a  bal- 
ance sheet  and  profit  and  loss  statement  to  Mr. 
Forster  in  typewriting  for  the  month  of  April, 
1949,  and  the  month  of  March,  1949? 

A.     It  is  my  recollection  that  I  did,  yes. 

Q.  How  would  you  show  a  minus  inventory 
upon  those  printed  statements,  typewritten  state- 
ments, Mr.  Taylor? 

A.  If  I  remember  correctly,  without  having  the 
typed  copies,  I  believe  that  I  wrote  an  explanation 
on  the  bottom  of  each  one  to  explain  my  contention, 
to  call  it  to  Mr.  Forster's  attention. 

Q.  You  always  did  that  with  a  minus  inventory, 
did  [4360]  you,  Mr.  Taylor? 

A.  Usually,  when  very  unusual  things  hap- 
pened, I  dropped  Mr.  Forster  a  line  as  to  what  I 
thought  would  be  the  corrective  motive  to  take  care 
of  it. 

Mr.  Griffin:  Now,  I  again  offer,  if  the  Court 
please,  the  first  two  sheets  of  the  Exhibit,  A-121. 

Mr.  LeSourd:  Same  objection,  your  Honor.  I 
don't  see  where  it  has  any  relevancy  at  all. 

The  Court :    Well,  possibly  it  has  a  little  different 
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application  at  this  time,  but  I  still  feel  the  objec- 
tion should  be  sustained. 

Q.  (By  Mr.  Griffin):  Referring  to  Exhibit  A- 
01,  Mr.  Taylor,  which  is  a  balance  sheet  and  profit 
and  loss  statement  for  December  31,  1948,  inventory 
slip  attached,  what  inventory  did  Mr.  Erickson  give 
you  for  the  month  of  December,  1948? 

Mr.  LeSourd:  Objected  to,  your  Honor,  as  im- 
proper cross-examination  and  irrelevent  and  imma- 
terial. 

The  Court:    What  exhibit  is  that,  again? 

Mr.  Griffin:    A-31,  I  believe,  in  evidence. 

The  Court:    And  the  question,  Mr.  Reporter? 
(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

The  Court:     Objection  overruled. 

A.  Might  I  ask,  Mr.  Griffin,  if  you  could  find 
the  [4361]  work  sheet  that  matches  this,  or  do  you 
have  it? 

Q.  (By  Mr.  Griffin)  :  Mr.  Taylor,  my  first  ques- 
tion is :  What  inventory  figure  did  Mr.  Erickson 
give  you  for  the  month  of  December,  1948? 

A.  The  slip  upon  here  shows  an  inventory  of 
$83,319.62,  and  in  examining  this  balance  sheet  and 
quoting  strictly  from  memory,  I  will  say,  and  I 
believe,  that  my  work  sheets  will  uphold  me,  that 
a  transfer  from  this  inventory  figure  was  made 
into  an  account  called  "Improvements."  As  I  re- 
member the  transaction,  there  was  $10,000  of  build- 
ing material  in  this  inventory,  and  that  that  was 
transferred  into  the  improvement  account,  and  the 
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saleable  products  inventory  reduced  ten  thousand 

dollars. 

Q.  In  other  words,  you  changed  inventory,  ac- 
tual inventory  figures  given  you  by  Mr.  Erickson 
at  will,  didn't  you? 

A.  No,  that  change  was  made  at  the  instigation 
of  Mr.  Forster. 

Q.  Oh,  you  discussed — you  recall,  don't  you,  that 
you  discussed  this  particular  item  with  Mr.  For- 
ster 1 

A.  I  say,  I  am  quoting  what  I  remember,  and  I 
personally  would  not  know  what  the  inventory  was 
composed  of  without  the  help  of  those  who  took  it. 

Q.  My  question  is:  You  recall  specifically  dis- 
cussing this  charge  of  ten  thousand  dollars  to  im- 
provements with  Mr.  Forster,  don't  you? 

A.     I  am  quite  sure  that  I  do,  yes. 

Q.     Now 

A.  And  it  was  at  Mr.  Forster 's  suggestion, 
wasn't  it,  that  you  changed  your — that  you  changed 
the  inventory  figures'? 

A.     That  is  my  opinion,  yes. 

Q.  And  it  was  at  Mr.  Forster 's  suggestion, 
wasn't  it,  that  you  put  that  in  improvements'? 

A.    Yes,  sir. 

Q.     And  when  did  you  do  that? 

A.  In  all  probability  about  the  end  of  January 
of  1949. 

Q.  You  have  a  distinct  recollection  about  that 
conversation,  and  Mr.  Forster's  instructions,  don't 
you? 
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A.     I  said  I  have  a  recollection,  yes. 

Q.  And  you  had  your  forms  made  out  for  what 
you  call  your  working  papers,  items  made  out  to 
be  filled  in,  each  time  you  went  out  to  Issaquah, 
didn't  you? 

A.  No,  I  prepared  them  while  I  was  there,  or 
when  I  came  back  to  my  office. 

Q.     You  prepared  the  whole  thing  there? 

A.  Sometimes;  sometimes  I  didn't  have  a  [4363] 
chance  to  finish  them. 

Q.  Now,  I  hand  you  your  working  sheet,  Mr. 
Taylor,  A-28.  You  changed  the  figures  on  that  work- 
ing sheet,  yourself,  didn't  you? 

A.  Well,  who  else  would?  I  am  the  one  that 
does  the  writing  on  these  sheets. 

Q.     Mr.  Forster  doesn't  do  any  writing  on  there? 

A.  Mr.  Forster  did  an  awful  lot  of  thinking  on 
them. 

Q.  What  was  the  purpose  of  that  thinking,  to 
beat  income  taxes? 

A.  I  would  not  say  that.  If  you  will  look  at 
this  report  here,  you  will  see  that  the  net  profit 
has  not  been  changed  in  any  way. 

Q.  No;  but  you  did  change  the  inventory  figure 
given  by  Mr.  Erickson,  didn't  you? 

A.  We  did  change  the  purchases  by  ten  thou- 
sand dollars,  and  changed  the  inventory  by  ten  thou- 
sand dollars,  and  did  not  in  any  way  change  the  net 
profit  for  the  year. 

Q.  And  you  changed  the  work  sheet,  A-28,  on 
inventory  from  the  original  figure  you  had  on  there 
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by  reducing  it  ten  thousand  dollars  as  shown  in 

your  own  writing,  didn't  you? 

A.     Nobody  has  denied  that.  [4364] 

Q.    I  am  just  asking  you  if  you  did. 

A.    I  say,  "Yes." 

Q.  What  was  the  purpose  of  the  change,  Mr. 
Taylor? 

A.     I  believe  I  testified  what  it  was. 

Q.    And  that  was  what? 

A.    Materials  for  construction. 

Q.  Yes,  but  what  was  the  purpose  of  making  the 
change  ? 

A.  What  was  the  purpose  ?  I  apologize.  Pardon 
me.  Charges  are  generally  made  for  the  purpose  in 
which  they  are  purchased  for,  to  fit  the  situation. 

Q.  As  I  understand  your  situation  to  be,  it  is 
that  the  change  to  be  made  in  your  analysis  is  as 
you  saw  fit,  to  meet  any  situation? 

A.     Are  you  through  with  the  question? 

Q.     Yes,  sir.  A.     That  is  not  so. 

Q.  Well,  what  was  the  situation  you  wanted  to 
meet  when  you  reduced  Mr.  Erickson's  inventory 
by  ten  thousand  dollars? 

Mr.  LeSourd:  Objected  to  as  repetition.  The 
question  was  answered  once  or  twice. 

The  Court:  I  believe  the  answer  isn't  clear.  The 
Court  will  overrule  objection.   [4365] 

A.  Materials  purchased  for  improvement  that 
were  inventoried  were  transferred  from  an  inven- 
tory to  an  improvement  account. 

Q.     (By  Mr.  Griffin)  :    Is  this  a  new  account? 
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A.     Yes,  it  shows  on  the  balance  sheet. 

Q.    And  you  haven't  had  such  an  account  before? 

A.     Oh,  many  times. 

Mr.  Griffin:    May  I  sec  212,  please? 

(Whereupon,    Exhibit    was    handed    to    Mr. 
Griffin  by  the  Clerk.) 

Q.  (7jy  Mr.  Griffin) :  Now,  you  have — you  an- 
alyzed, did  you  then,  at  the  end  of  each  month, 
those  statements  that  you  were  making? 

A.     No,  not  necessarily. 

Q.  If  you  thought  the  profit  was  too  much,  you 
analyzed  it,  did  you?  A.     Not  always. 

Q.  With  reference  to  Exhibit  212,  which  is  the 
accounts  payable  journal  of  Renton  Ice  and  Ice 
Cream  Company,  Mr.  Taylor,  I  think  you  have 
testified  these  figure  "l's"  were  not  written  by  you? 

A.     That  is  right. 

Q.  The  result  of  those  figures  showed  [4366] 
accounts  payable  for  the  month  of  August,  1947, 
of  $18,277.36,  did  it  not? 

Mr.  LeSourd:  Objected  to,  your  Honor,  as  not 
August.   It  is  July.   And,  furthermore 

Mr.  Griffin:     (Interposing)  Correct. 

Mr.   LeSourd:      (Continuing)   that  is  not  a 

total  of  the  actual  results  of  the  "l's." 

Mr.  Griffin:    July  is  correct. 

Q.  (By  Mr.  Griffin  continuing)  :  Is  that  cor- 
rect ? 

The  Court:    The  amount,  I  don't  know. 

Mr.  LeSourd:  It  is  not  a  correct  total  of  the 
"l's"  as  phrased  in  this  ouestion. 
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Q.  (By  Mr.  Griffin  continuing)  :  My  question 
was:  the  result  of  adding  those  "IV  gave  accounts 
payable  for  the  month  of  July,  $18,277.36,  didn't 
it?  A.     No. 

Q.     What  did  it  give? 

A.     It  had  nothing  to  do  with  it. 

Q.     What  is  the  total,  $18,277.36,  Mr.  Taylor? 

A.  That  is  the  total  of  accounts  payable  for  that 
period. 

Q.     For  the  month  of  July? 

A.     No,  it  is  for  the  end  of  the  year. 

Q.     It  is?  [4367] 

A.     That  is  the  total  for  the  end  of  the  fiscal  year. . 

Q.     All  right;  the  total  for  the  end  of  the  fiscal^ 
year,  then,  what  were  the  accounts  payable,  Mr. 
Taylor,  for  the  month  of  June  ? 

A.    I  don't  know. 

Q.     Will  you  look? 

A.  There  is  a  figure  here  of  $9100  but  I  don't 
know  anything  about  it. 

Q.  Mr.  Taylor,  Exhibit  212  is  the  accounts  pay- 
able journal  of  the  Renton  Ice  and  Ice  Cream  Com- 
pany, is  it  not? 

A.  No,  that  is  the  accounts  payable  journal  of1 
Mr.  Ray  Schneider.  It  had  nothing  to  do  with  the 
books  I  worked  on.  They  were  not  part  of  the  books. 

Q.  You  never  saw  them  before,  did  you,  Mr. 
Taylor?  A.     Is  my  writing  on  there? 

Q.  Just  a  moment,  Mr.  Taylor.  I  will  ask  the 
questions.  A.     Sorry. 

Q.     You  never  saw  Exhibit  212  before,  did  you? 
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A.  I  may  have  seen  that  book,  yes.  T  say  that, 
but  that  wasn't  part  of  the  complete  set  of  books. 

Q.  You  were  still  at  this  time  the  Secretary- 
treasurer  [4368]  of  the  Benton  Ice  and  Ice  Cream 
Company,  is  that  correct?  A.     Yes. 

Q.  Aside  from  Exhibit  212-A  and  the  Exhibit 
212,  did  the  Ronton  Ice  and  Ice  Cream  Company 
have  any  other  accounts  payable  journals  from  the 
time  of  its  incorporation  up  to  and  through  the 
year  1949  other  than  these  two? 

A.  As  far  as  I  know,  Mr.  Schneider  had  those 
books. 

Q.     Did  you  ever  examine  them? 

A.     I  probably  did. 

Q.  All  right;  now,  then,  what  does  Exhibit  212 
show  was  the  accounts  payable  for  the  month  of 
June,  1947? 

A.  I  will  read  you  the  amount  that  it  shows  in 
the  book. 

Q.    All  right.  A.     $9,115.53. 

Q.     And,  for  the  month  of  May  ? 

A.    $7,337.73. 

Q.    And  for  the  month  of  April? 

A.     $7,920.30. 

Q.    And  for  the  month  of  March? 

A.     $7,340.52. 

Q.  Then,  Mr.  Taylor,  those  amounts  that  [4369] 
you  have  just  read  are  around  $30,000.00  at  least 
in  the  accounts  payable,  aren't  they? — month  by 
month?  A.     I  don't  know. 

Q.     Do  you  still  want  to  say  that  this  item  of 
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$18,277.36  is  the — represents  the  accounts  payable 

for  the  fiscal  year  of  12  months  preceding? 

A.  That  is  the  closing  accounts  payable  for  the 
fiscal  year. 

Q.  But  representing  in  that  item  alone  the  ac- 
counts payable  for  the  last  month  only  of  that  fiscal 
year,  isn't  that  correct? 

A.  It  is  nearly  correct.  It  could  possibly  have 
accounts  payable  two  or  three  months  old.  It  doesn't 
necessarily  have  to  be  the  current  month. 

Q.  Mr.  Taylor,  what  were  the  accounts  payable 
approximately  of  the  Renton  Ice  and  Ice  Cream 
Company  for  the  twelve  months'  period  ending  with 
the  fiscal  year-end  month  of  July,  1947? 

A.     I  don't  know  as  I  understand  your  question. 

Q.  Well,  the  accounts  payable  of  Renton  Ice 
and  Ice  Cream  Company  ran  around  eight  to  nine 
thousand  dollars  a  month,  didn't  they,  as  you  made 
the  returns? 

Mr.  LeSourd:  I  will  object  to  that,  your  Honor. 
The  return  is  made  only  at  the  end  of  the  fiscal 
year.   He  made  no  returns  for  each  month.  [4370] 

The  Court:  Well,  the  witness  can  answer  the 
question.  The  question  was  put.  Do  you  understand 
the  question? 

The  Witness:  I  don't  know  if  I  get  what  he  is 
driving  at,  at  all. 

Q.     (By  Mr.  Griffin  continuing)  :  Mr.  Taylor 

The  Witness:  (Interposing)  I  get  the  principle 
of  it. 

O.     (By  Mr.   Griffin   continuing) :     Mr.   Taylor, 
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you  prepared  the  income  tax  return  for  the  Ronton 
[ce  and  Ice  Cream  Company  during  the  time  of  its 
existence  down  to  and  including  the  year  L949, 
didn't  you?  A.     Yes,  I  did. 

Q.  What  were  the  average— -was  not  the  average 
of  accounts  payable  each  month,  at  least  during 
1947,  1946  and  1948  and  1949,  approximately  eight 
to  nine  thousand  dollars  a  month? 

A.     I  do  not  know. 

Q.  Is  it  your  testimony  that  for  the  fiscal  year 
ending  July,  1946,  the  accounts  payable  for  that 
year  were  $18,277.36? 

A.  That  is  the  figure  that  was  used  for  the  in- 
come tax  return  in  closing  the  books  for  the  close 
of  the  year.  [4371] 

Mr.  LeSourd:    1947,  I  believe  it  is. 

A.     (Continuing)  1947. 

Q.  (By  Mr.  Griffin):  1947;  my  question  is:  is 
the  total  that  you  used  of  Accounts  Payable  for  the 
Renton  Ice  and  Ice  Cream  Company  for  the  fiscal 
year  ending  July,  1947,  total  accounts  payable  for 
that  year,  $18,277.36? 

A.  No;  this  is  the  balance  owing  at  the  end  of 
that  period. 

Q.     Balance  of  accounts  payable? 

A.     Correct. 

Q.  Now,  will  you  look  at  Exhibit  212?  That 
fiscal  year  would  begin  in  what  month  ? 

A.     In  August  1st, 

Q.     August  1st  of  1946?  A.    Yes. 

Q.     All  right ;  beginning  August  1,  1946,  Mr.  Tay- 


2110  Hans  Forster  vs. 

(Testimony  of  L.  Hicks  Taylor.) 

lor,  referring  to  Exhibit  212,  what  was  the  total  of 

accounts  payable  for  that  month? 

A.     $14,338.05. 

Q.     The  following  month? 

A.     That  is  the  end  of  the  fiscal  year. 

Q.    All  right.  A.    $7,534.87. 

Q.     That  is  $7500?  Correct?  [4372] 

A.     Right. 

Q.     The  next  month? 

Q.     The  next  month? 

Q.     And  the  next  month? 

Q.     And  the  next  month? 

Q.     And  the  next  month? 

Q.     And  the  next  month? 

Q.     And  the  next  month? 

Q.     And  the  next  month? 

Q.    And  the  next  month? 

Q.     And  the  next  month? 

Q.     And  the  next  month? 

Q.     And  the  next  month? 

Q.     And  the  next  month? 

Q.    All  right. 

A.     Final  accounts  payable,  $18,277.36. 

Q.  Now,  having  read  the  amount  of  accounts 
payable  for  the  11  preceding  months,  were  you  not 
attracted  to  the  amount  of  accounts  payable  of 
$18,000  in  the  month  of  July? 

A.     It  looked  satisfactory  to  me. 

Q.  Notwithstanding  it  was  over  100  per  cent 
over  any  other  accounts  payable  month,  is  that 
right?  A.     That  has  no  bearing  on  it. 
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Q.     You  knew 

A.  (Interposing)  This  book  was  not  being  used 
as  a  regular  book  in  out*  business. 

Q.     It  wasn't?  A.     No. 

Q.  Nor  Exhibit  212,  is  that  correct,  and  Exhibit 
212-A? 

A.  Mr.  Griffin,  I  can  show  you  where  Mr. 
Schneider  abandoned  this  book  and  would  not  keep 
it  going.  It  was  abandoned  completely  by  the  busi- 
ness practically  on  his  own  motion. 

Q.  Will  you  just  show  me  where  Mr.  Schneider 
abandoned  212-A?  [4374] 

A.  Right  in  here.  See,  this  book  was  quite  com- 
plete back  in  here. 

Q.  Just  show  me,  Mr.  Taylor,  where  Mr.  Schnei- 
der abandoned  212-A?  A.     Right  here. 

Q.  By  "right  here,"  you  are  referring  to  the 
page  preceding  April,  1943,  is  that  right? 

A.     That  is  correct. 

Q.  The  total  of  the  preceding  page  of  the  ac- 
counts payable,  unpaid  bills,  is  $3,701.93,  is  that 
correct  ?  A.    Yes. 

Q.     And  who  wrote  that  in? 

A.  That  is  my  writing.  I  am  the  one  that  did 
that.  That  is  when  Mr.  Schneider  abandoned  the 
book. 

Q.     So  that  you  did  have  the  book  back  in  there  ? 

A.  This  was  originally  an  installation  but  Mr. 
Schneider  abandoned  it. 

Q.  Whose  figure  is  that  above  yours  for  the  ac- 
counts payable  for  $9,110.60? 
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A.  That  was  probably  Mr.  Schneider's  figure  at 
some  time. 

Q.     But  you  wrote  below  it,  $3,701.93,  didn't  you? 

A.     Sure,  because  I  worked  it  out.  [4375] 

Q.  The  last  entry  where  you  say  the  book  was 
abandoned  is  March  29,  1943,  sheet  1,  2,  3,  4,  5,  6 
entries  under  that;  isn't  that  right? 

A.     That  is  right. 

Q.  The  next  sheet  begins  April  1,  1943 — excuse 
me  just  a  second,  sir, — and  carries  every  month, 
month  by  month,  and  year  by  year,  through  the  rest 
of  212-A  and  through  212,  doesn't  it? 

A.  Yes,  but  the  system  was  changed  by  Mr. 
Schneider,  as  I  am  trying  to  tell  you. 

Q.  You  knew  that  neither  Mr.  Schneider  nor 
Mrs.  Baskett  was  receiving  their  full  salary,  didn't 
you?  A.     They  were  receiving  it,  yes. 

Q.  And  under  the  arrangement  made  paying  a 
portion  of  it  to  Mr.  Forster? 

A.     They  received  their  full  salary. 

Q.     And  paying  a  portion  to  Mr.  Forster? 

A.     That  was  their  agreement. 

Q.  But  you  prepared  both  Mr.  Schneider's  and 
Mrs.  Baskett 's  income  tax  returns  for  them  charg- 
ing them  with  the  full  salary,  and  no  deduction  out, 
didn't  you?  A.     Correct. 

Q.  With  regard  to  Finstad  and  Utgard  in  the 
year  1946,  you  changed  their  inventory  figures  by 
around  ten  [4376]  thousand  dollars,  round  figures, 
and  in  1948  by  a  round  figure,  $4,000,  didn't  you  ? 

A.     I  did  not. 


United  States  of  America  2113 

(Testimony  of  L.  Hicks  Taylor.) 

Mr.  LeSourd:  Just  a  moment,  Mr.  Taylor.  Ob- 
jected to  as  incompetent,  irrelevant  and  immaterial, 
and  improper  cross-examination,  and  I  move  that 
the  answer  be  stricken  and  that  the  question  be 
stricken. 

The  Court:  On  what  grounds,  Mr.  LeSourd?  On 
the  ground  it  is  an  item  not  covered  in  di red  { 

Mr.  LeSourd:  Not  covered  in  direct  examina- 
tion, your  Honor,  and  irrelevant  to  any  of  the  Gov- 
ernment's charges  in  this  case. 

The  Court:  That  is  the  same  objection  you  made 
to  other  items? 

Mr.  LeSourd:    It  certainly  is,  your  Honor. 

The  Court:    Objection  overruled. 

Q.  (By  Mr.  Griffin) :  Mr.  Taylor,  did  you 
change  the  inventory  figures  of  Finstad  and  Utgard 
by  ten  thousand  dollars  in  the  year  1946? 

A.     No,  I  did  not. 

Q.     Were  they  changed  ?  A.     I  do  not  know. 

Mr.  LeSourd:  May  the  Court  please,  may  we 
have  a  continuing  objection  to  this  line  of  question- 
ing, [4377]  this  Finstad  and  Utgard  matter? 

The  Court:    On  inventory,  you  may. 

Mr.  LeSourd:    On  the  same  grounds  just  stated. 

Q.  (By  Mr.  Griffin) :  Bid  you  change  the  Fin- 
stad and  Utgard  figures  by  $4,000  in  1948? 

A.     I  did  not. 

Q.  Bid  you  change  Finstad  and  Utgard's  ac- 
counts payable  at  Becember  31,  1947? 

A.     I  did  not. 

Mr.  LeSourd :    Just  a  moment.  May  we  have  the 
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same  objection,  your  Honor,  to  the  examination  on  | 

this  subject  %   This  is  Accounts  Payable. 

The  Court:    This  is  Accounts  Payable? 

Mr.  LeSourd:    Yes. 

The  Court:    Of  Finstad  and  Utgard? 

Mr.  LeSourd :  Yes ;  on  the  same  grounds  previ- 
ously stated? 

The  Court:    Yes. 

Mr.  LeSourd:  Your  Honor,  that  is  understood! 
to  be  a  continuing  objection  on  all  this  same  line? 

The  Court:    On  this  same  line. 

Mr.  LeSourd:    Yes;  to  avoid  objecting. 

The  Court:    That  is  quite  agreeable,  Mr. 

Mr.  Griffin:    (Interposing)  Yes,  your  Honor. 

The  Court:  If  there  is  any  objection  on  form, 
or  otherwise,  you  will  make  it? 

Mr.  LeSourd:    I  would  on  form,  yes,  sir. 

Q.     (By  Mr.  Griffin) :     Now,  I  hand  you  A-44, 
which  is  in  evidence,  and  ask  you  if  that  exhibit 
refreshes  your  recollection  as  to  the  changes  in  in- 
ventory and  accounts  payable  that  I  just  referred  I 
to?  A.     Is  that  December,  1947? 

Q.    Accounts  payable,  yes. 

A.  December,  1947,  there  appears  to  have  been 
an  added  ten  thousand  dollars  to  the  accounts  pay- 
able, December,  1947. 

Q.  And  that  ten  thousand  dollars,  added  to  the 
accounts  payable  was  taken  off  of  inventory,  wasn't 
it?  A.     It  was  not. 

Q.  Who  added  the  ten  thousand  dollars  to  ac- 
counts payable  ? 
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A.     I  would  say  Mr.  Egeness. 

Q.    You  carried  it  into  your  ledger? 

A.    I  did. 

Q.     Did  you  make  any  inquiry  about  it? 

A.    I  did. 

Q.     What  was  it? 

A.     It  was  the  bonus  due  on  the  milk.  [4379] 

Q.     Due  whom"?  A.     The  farmers. 

Q.  What  do  you  find  as  to  inventory,  1946-1947 
in  that  Exhibit,  Mr.  Taylor? 

A.  The  inventory  appears  to  be  in  Mr.  Egeness's 
writing,  $7,760.96. 

Q.     Any  change  in  it? 

A.     I  can't  see  it. 

Q.  Do  you  know  what  you  carried  into  your 
ledger?  A.     No,  I  do  not  remember. 

Q.     (Continuing)  At  the  year-end? 

And,  at  the  end  of  1947,  what  is  the  inventory? 

A.     $7,760.96. 

Q.  It  wasn't  necessary  for  you  to  look  at  any 
page  except  the  first  page,  Mr.  Taylor,  on  this  item 
of  inventory?  A.     For  what  reason? 

Q.     I  say,  it  wasn't  necessary  upon  my  question? 

A.     Here  is  the  information,  right  there. 

Q.  Thank  you,  sir.  The  inventory  figure  mani- 
festly has  been  changed,  hasn't  it,  Mr.  Taylor? 

A.  It  is  whatever  Mr.  Egeness  set  it  up  at.  It 
may  have  been  changed.  If  it  was  typed,  it  has  been 
changed  in  pencil. 

Q.     The  sheet  itself  is  typed,  isn't  it?  [4380] 

A.    Yes. 
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Q.  The  sheet  itself  manifestly  shows  an  erasing 
doesn't  it?  A.    It  is  possible. 

Q.     And  a  pencil  figure  written  in  ? 

A.    Yes. 

Q.  That  is  the  figure  you  used,  isn't  it,  Mr.  Tay- 
lor? A.     Yes. 

Q.  The  same  is  true  of  accounts  receivable,  the 
original  figure  erased,  and  a  new  figure  written  in] 
in  pencil,  is  that  correct?  A.     Yes. 

Q.  You  were  the  accountant,  secretary-treasurer, 
of  Finstad  and  Utgard,  weren't  you? 

A.     In  name,  yes. 

Mr.  Griffin:    Will  you  mark  this? 

The  Clerk:  Defendants'  Exhibit  A-122  marked 
for  identification. 

(Defendants'  Exhibit  No.  A-122  marked  for  • 
identification.) 

Q.  (By  Mr.  Griffin)  :  Handing  you  Exhibit  A- 
122,  Mr.  Taylor,  for  identification,  I  will  ask  you 
if  this  is  not  a  record  of  the  1947  bonuses  that  you 
have  just  testified  to,  [4381]  wherein  you  made  a 
change  of  ten  thousand  dollars,  Finstad  and  Ut- 
gard ? 

A.  I  wouldn't  know.  I  don't  know  anything 
about  the  bonuses. 

Q.     You  made  a  change  of  ten  thousand  dollars? 

A.     No,  I  didn't  make  the  change. 

Q.  You  just  explained  to  the  Jury,  did  you  not, 
there  was  a  change  of  ten  thousand  dollars  due  to 
bonus  by  Mr.  Egeness?  A.    Yes. 
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Q.  All  right ;  did  you  make  any  inquiry  as  to  the 
bonus? 

A.  Mr.  Egeness  was  general  manager.  I  took  his 
figures. 

Q.     Did  you  make  any  inquiry  as  to  bonuses  '. 

A.  I  didn't  have  to.  He  was  manager.  It  wasn't 
necessary  for  me  to  question  his  figures. 

Q.     Did  you  make  any  inquiry  as  to  the  bonus*? 

A.     No,  I  did  not. 

Q.  Did  you  have  supplied  you,  on  the  matter  of 
bonus,  Exhibit  A-122,  or  a  copy  of  it? 

A.     No,  I  did  not. 

Q.  The  bonuses,  Mr.  Taylor,  were  around  five 
hundred  dollars,  weren't  they? 

A.     That,  T  do  not  know.  [4382] 

Q.  Was  Exhibit  252 — is  that  one  of  your  work 
sheets,  Mr.  Taylor? 

A.  Well,  it  looks  as  though  it  might  be  one  of 
this  group  of  papers  that  I  left  with  Mr.  Forster 
in  his  office;  it  is  my  writing,  if  that  is  what  you 
want  to  bring  out? 

Q.     It  is  in  your  writing? 

A.     Yes,  you  bet  it  is. 

Q.  Headed  Hans  Forster,  financial  statement, 
February  28,  1948? 

A.     That  is  what  it  reads,  yes. 

Q.  What  was  the  purpose  in  preparing  it,  Mr. 
Taylor? 

A.  May  I  ask:  is  there  a  typed  schedule  of  this 
kind? 
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Q.  My  recollection  is  there  was  one  in  evidence, 
Mr.  Taylor?   I  don't  recall  the  number. 

A.  You  don't  recall  the  number  of  it.  What  is 
the  nearest  one?  May  I  have  the  nearest  one  to 
this  date?  That  might  refresh  my  memory  as  to 
some  of  this.   Could  I  have  it,  please? 

Q.     Certainly,  if  I  can  get  it  for  you. 

Mr.  Patten:     123. 

Mr.  Griffin:    123? 

Mr.  Patten:    Yes.  [4383] 

Q.  (By  Mr.  Griffin  continuing)  :  The  nearest 
one  I  find  in  evidence  is  dated  February  29,  1948, 
and  the  one  I  just  handed  you,  Exhibit  252,  is  Feb- 
ruary 28,  1948,  one  day  difference. 

The  Court :    Is  there  a  question  pending  ? 

Mr.  Griffin:    The  question  was: 

Q.  (By  Mr.  Griffin  continuing)  :  What  was  the 
purpose  in  preparing  this  statement  for  Mr.  For- 
ster? What  I  am  trying  to  clear  is,  I  would  like 
the  one  that  joins  nearest  this  date  that  was  actu- 
ally given  to  the  bank.  Have  you  another  one  that 
was  actually  given  to  the  bank? 

Mr.  Maxwell:    123  was. 

Q.  (By  Mr.  Griffin)  :  Well,  Plaintiff's  Exhibit 
124  is  Financial  Statement,  March  31,  1947,  and 
Exhibit  122  is  December  31,  1948. 

A.  That  is — that  will  be  helpful  in  a  slight  ex- 
planation of  why  this  statement  was  prepared. 

From  the  best  of  my  recollection,  at  that  time, 
Mr.  Forster  wanted  to  borrow  two  hundred  thou- 
sand dollars  to  build  an  ice  cream  plant.  Mr.  Strack 
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and  Mr.  Donaldson,  who  both  testified  here,  did  not 
come  out  clearly  to  Mr.  Porster  that  they  didn't 
want  any  more  of  his  loans  at  that  time,  because 
lie  had  loaned  past  their  [4384]  loan  limit,  so  I 
was  called  secretly  to  be  talked  to  about  this  situa- 
tion, how  Mr.  Forster  could  possibly  liquidate  all 
the  loans  that  he  had,  of  his  various  companies. 

Q.     Called  secretly  by  whom? 

A.    By  one  of  their  credit  men. 

Q.    Do  you  remember  his  name? 

A.     No,  I  cannot  remember. 

Q.    By  that,  you  mean  credit  men  at  the  bank  ? 

A.    Yes. 

Q.     Not  by  Mr.  Forster  secretly?  A.     No. 

Q.     All  right. 

A.  So,  I  had  a  tentative  financial  statement 
made  up  as  of  this  date,  showing  a  net  worth  of 
Hans  Forster  of  seven  hundred  fifty-five  thousand 
dollars. 

If  you  folks  have  seen  this — we  have,  this  is  Hans 
Forster,  Alpine  Dairy  Assets,  with  various  associ- 
ate companies,  showing  their  net  worth  each,  in 
this  case,  Issaquah  Creamery,  $342,000,  Apex 
Farms,  $69,000,  Finstad  and  Utgard,  $74,000,  Puy- 
allup  Creamery,  one-half  interest,  $14,000,  Renton 
Ice,  $19,000.  In  other  words,  this  statement  was 
made  up  to  show  Mr.  Forster's  net  worth,  of  his 
Alpine  Dairy,  plus  his  other  holdings.  [4385] 

The  banker  wanted  to  know  what  the  cash  posi- 
tion, what  a  quick  turnover — what  a  quick  payment- 
would  do.   So,  with  a  little  effort,  I  took  the  various 
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statements  to  see.  One  change  was  made.  We  esti- 
mated what  could  be  liquidated  from  accounts  re- 
ceivable, in  a  hurry,  in  case  of  a  close-down.  We 
assumed  within  fifteen  days  we  could  collect  ap- 
proximately one  hundred  thousand  dollars,  so  we 
analyzed  from  a  standpoint  of  moving  one  hundred 
thousand  dollars  out  of  accounts  receivable,  and 
moving  it  up  into  the  cash  to  make  the  cash  posi- 
tion better. 

Then  we  took  the  added — now,  this  was  Alpine 
Dairy  accounts  receivable  we  were  talking  about,  so 
we  reduced  Alpine  Dairy  one  hundred  thousand 
dollars,  accounts  receivable,  and  increased  the  cash 
to  show  the  application.  Then  we  took  all  the  state- 
ments to  see  what  we  could  accomplish  with  the 
various  statements  in  bringing  into  a  cash  position 
in  a  quick  liquidation. 

We  estimated  we  could  accumulate  one  hundred 
thousand  dollars  there.  So,  we  moved  two  hundred 
thousand  dollars  ahead  of  the  ninety-three  thousand 
dollar  balance  on  the  Alpine  books,  increased  the 
accounts  payable,  because  Mr.  Forster's  position 
would  be  different.  If  he  took  money  from  one  of 
those  corporations  to  liquidate  his  loans,  he  would 
owe  the  [4386]  corporation. 

So,  in  order  to  get  the  application  of  the  possible 
quick  cash  position,  we  increased  the  accounts  pay- 
able one  hundred  thousand  dollars  and  remained 
with  the  same  net  worth  figure  of  $755,512. 

That  was  the  purpose  of  this  particular  paper. 
I  am  sorry  I  don't  have  all  the  work  sheets  that 
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have  been  spread  around  to  actually  show  you   in 

detail  on  that  work  sheet. 

Q.  The  purpose  then,  Mr.  Taylor,  of  making  up 
Exhibit  252,  was  to  make  out  a  financial  statement 
of  Mr.  Forster's  net  worth,  wasn't  it? 

A.  Of  his  enterprises,  yes,  to  show  a  quick  liqui- 
dation position. 

Q.  And  with  reference  to — you  will  notice  that 
Exhibit  123  bears  the  signature  of  Mr.  Forster, 
doesn't  it?  A.     That  is  right. 

Q.  You  made  up  the  document,  didn't  you,  Mr. 
Taylor? 

A.     Oh,  yes ;  I  prepared  the  document. 

Q.  You  showed  cash  on  hand  and  in  banks, 
$293,848.11,  didn't  you,  Mr.  Taylor? 

A.     That  was  shown  for  that  purpose,  yes. 

Q.  This  was  a  statement  delivered  to  the  Peo- 
ples [4387]  Bank  for  the  purpose  of  credit,  wasn't 
it?  A.     At  their  request,  yes. 

Q.  You  knew  at  the  time  when  you  made  up  that 
statement  showing  cash  on  hand,  $293,848.11  that  it 
was  utterly  untrue,  didn't  you?  A.     I 

Q.  (Interposing)  You  can  answer  that  "yes"  or 
"no,"  Mr.  Taylor.  A.     No. 

Q.     Oh,  he  did  have  it  on  hand? 

A.  I  believe  I  testified  that  the  principle  and  the 
purpose  and  the  method  of  preparation  and  the 
purpose  of  it. 

Q.  Mr.  Taylor,  cash  on  hand  and  in  banks  in 
accounting  practice  means  precisely  what  it  says, 
does  it  not — cash  in  my  pocket  or  in  the  bank  ? 
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A.  I  would  say  that  when  I  prepared  that,  that 
could  have  been  possible. 

Q.     Was  the  bank — this  gentleman  whose  name 
you  do  not  remember  at  the  Peoples  Bank,  request- 
ing you  to  make  an  untruthful  financial  statement, 
to  the  bank  on  behalf  of  Hans  Forster? 
A.     No,  he  was  not. 
Q.     Why  did  you  do  it? 

Mr.  LeSourd:  I  object  to  the  form  of  that  [4388] 
question,  your  Honor. 

The  Court:  Objection  sustained.  Should  we  take 
the  recess,  Mr.  Griffin? 

Mr.  Griffin:    All  right.   Excuse  me. 
The  Court:    Ladies  and  Gentlemen  of  the  Jury: 
We  will  now  take  the  mid-afternoon  recess.    The 
Court  advises  you  you  are  to  heed  the  admonition 
given  you  on  similar  occasions. 
You  may  now  be  excused. 

(Whereupon,  the  Jury  retired  from  the  court 
room.) 

(Whereupon,  at  2 :48  o'clock  p.m.  a  recess  was  i 
had  in  the  within-entitled  and  numbered  cause 
until  3:01  o'clock  p.m.  April  21,  1954,  at  which 
time,  Counsel  and  Defendants  heretofore  noted  ! 
being  present,  the  following  proceedings  were 
had,  to-wit:) 
The  Court:    Mr.  Griffin? 

Mr.  Griffin:  If  the  Court  please,  with  reference 
to  Exhibit  A-121,  which  is  this  folder  dealing  with 
March  31,  1950,  and  which  I  want  to  primarily  use 
the  first  two  sheets  to  show  how  he  handled  minus 
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Inventory  in  reports  to  Mr.  Forster,  I  think  your 
ruling  was  you  couldn't  see  how  anything  in  1950 
could  be  admissible. 

The  Court:  That  is  on  figures  not  related  [4389] 
to  1949. 

Mr.  Griffin:    Yes,  sir. 

The  Court:  The  second  offer,  I  take  it,  was  on 
impeachment. 

Mr.  Griffin:  That  is  true,  but  I  wanted  to  use 
tin1  sheets  to  show  how  Mr.  Taylor  made  his  reports 
on  minus  inventory,  which  he  said  were  a  flag  to 
Mr.  Forster.  The  Indictment  period  runs  at  least 
to  March  15,  1950.  Under  the  "Indictment,"  it  is 
"Failed  to  file  the  filing,  March  15,  1950,  false  and 
fraudulent  returns  for  1949."    I  would  take  it 

The  Court:  (Interposing)  Aren't  those  figures, 
Mr.  Griffin,  relating  solely  to  the  1950  income? 

Mr.  Griffin :  That  is  true,  sir.  No  question  about 
that. 

The  Court:  That  was  the  basis  of  my  ruling.  If 
it  had  relation,  of  course,  to  1949,  it  would  be  an- 
other matter. 

Mr.  Griffin:  May  I  say  to  you,  we  have  a  whole 
folder  for  the  year  1940 — whatever  the  year  was — 
'7  or  '8,  1949,  a  whole  folder  of  every  month  except 
the  two  months  in  question,  where  we  had  the  work 
sheets  only,  and  no  reports.  That  is  why  I  was  try- 
ing to  use  the  only  example  I  could  find  of  how  Mr. 
Taylor  reported  [4390]  it,  and  upon  reconsidera- 
tion, it  occurred  to  us  that  inasmuch  as  the  Indict- 
ment— the  charge  goes  to  at  least  March  15,  1950 — 
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that  it  would  be  material  and  should  not  be  excluded 

simply  because  it  is  1950. 

The  Court:  I  just  don't  see  how  over  objection 
I  could 

Mr.  Griffin:  (Interposing)  I  just  want  to  make 
the  statement  to  your  Honor. 

The  Court:    Yes.   You  may  call  the  Jury. 

(Whereupon,  the  Jury  was  returned  to  the 
court  room.) 

The  Court:    You  may  be  seated. 

It  is  stipulated  that  the  Jury  and  all  Defendants 
are  present  in  the  courtroom? 

Mr.  Griffin:    Yes,  your  Honor. 

Mr.  Moriarty:    Yes,  your  Honor. 

The  Court :    You  may  proceed,  Mr.  Griffin. 

Q.  (By  Mr.  Griffin)  :  Mr.  Taylor,  was  it  Mr. 
Quentin  Ellis  of  the  Peoples  Bank  and  Trust  Com- 
pany, the  credit  manager,  that  called  you  into  this 
secret  conference? 

A.     That,  I  do  not  recollect. 

Q.     You  do  not  recollect  who  you  talked  to? 

A.     No,  I  am  not  sure. 

Q.  You  spent  two  or  three  hours,  you  say,  in 
that  [4-391]  conference? 

A.  No,  I  brought  it  back  to  my  office  and  com- 
pleted it,  and  then  returned  it  to  him. 

Q.     How  did  he  happen  to  call  you? 

A.     That  I  couldn't  tell  you. 

Q.  You  have  been  doing  business  with  the  Peo- 
ples Bank  and  Trust  Company  for  a  great  number 
of  years,  have  you  not,  Mr.  Taylor? 


United  Slates  of  Aw  erica  2125 

(Testimony  of  L.  Hicks  Taylor.) 

A.     Since  I  was  ten  years  old,  yes,  Mr.  Taylor. 
Q.    And  with  the  credit  department  \ 

A.     No,  not  hardly  at  ten. 

Q.  T  didn't  ask  yon  anything  aboul  ton,  Mr. 
Taylor.  Yon  have  been  doing  business  in  the  past 
fifteen  years?  A.     Oh,  say,  30  years. 

Q.  Yes;  and  in  a  matter  where  you  were  mak- 
ing this  sort  of  a  financial  statement  that  you  have 
testified  that  you  did,  you  have  no  recollection  who 
the  officer  of  the  Peoples  Trust  and  Savings  Bank 
was  with  whom  you  conferred  and  who  called  you 
for  a  conference;  is  that  right? 

A.  No,  T  just  don't  seem  clear  in  my  mind  who 
it  was. 

Q.  Mr.  Taylor,  in  the  financial  statement  of  De- 
cember 31,  1948,  Exhibit  122,  you  state:  "Issaquah 
Creamery  [4392]  Company,  Sole  Owner,"  do  yon 
not?  A.    Yes. 

Q.    Apex  Farms,  67  per  cent?  A.     Correct. 

Q.     Finstad  and  Utgard,  sole  owner? 

A.    Yes. 

Q.  Why  "sole  owner,"  Mr.  Taylor,  if  Mr.  For- 
ster  was  not  the  sole  owner  of  all  the  capital  stock 
of  Finstad  and  Utgard  ? 

A.  He  was  sole  owner  of  a  contract  subject  to  a 
contingent  liability  to  Mr.  Egeness. 

Q.  Did  you  show  any  contingent  liability  to  Mr. 
Egeness  in  Exhibit  122  where  you  refer  to  Finstad 
laid  Utgard,  sole  owner?  A.     No,  I  do  not. 

Q.  In  Exhibit  123,  Financial  Statement,  Feb- 
ruary 29,  1948,  Finstad  and  Utgard.   Net  Worth, 
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Sole  Owner,  you  show  no  contingent  liability,  do 

you?  A.     I  believe  not,  but  on  the 

Q.     (Interposing)  I  will  get  you  the  other  one. 

A.     (Continuing)  the  other  exhibit  shows  it. 

Q.  You  realize  the  two  I  showed  you  were  Feb- 
ruary 29,  1948,  and  December  31,  1948? 

A.     That  is  correct. 

Q.  In  Exhibit  124,  which  is  March  31,  1947,  you 
do  [4393]  not  show  Mr.  Forster  as  sole  owner  in 
Finstad  and  Utgard,  do  you? 

A.     I  show  the  net  worth,  which  is  equivalent. 

Q.     Now,  let's  spell  this  out,  Mr.  Taylor. 

The  Court:    Excuse  me.   Is  that  124? 

Mr.  Griffin:     124. 

The  Witness:    Yes,  124. 

Q.  (By  Mr.  Griffin  continuing)  :  In  123,  Feb- 
ruary 29,  1948,  you  spell  out  Finstad  and  Utgard 
net  worth,  sole  owner,  don't  you?  A.     Yes. 

Q.  The  identical  language  you  use:  "Issaquah 
Creamery,  Net  Worth,  Sole  Owner"? 

A.    Yes. 

Q.  In  Exhibit  122,  you  spell  out  Issaquah 
Creamery  Company,  Sole  Owner;  Finstad  and  Ut- 
gard, Sole  Owner";  don't  you? 

A.  Correct.  I  might  add  to  that  that  the  reason 
that  was  changed  to  sole  owner  was  at  the  request 
of  the  bank  because  I  had  been  using  Issaquah 
Creamery  Company  net  worth.  They  requested  that 
I  put  "sole  owner." 

Q.  In  Exhibit— and  in  neither  122  nor  123  do 
you  show  any  contingent  liabilities,  do  you? 
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A.     That  was  correct.  [4394] 

Q.     Was  that  also  at  the  request  of  the  bank  I 

A.  That  I  would  not  say  definitely.  I  may  have 
left  it  off,  myself. 

Q.     The  bank 

A.  (Interposing)  They  had — they  knew  what 
the  contingent  liability  was. 

Q.  The  bank  in  obtaining  a  financial  statement 
for  the  purpose  of  credit,  is  definitely  interested 
in  liabilities,  isn't  it? 

A.     That  is  the  usual  contention,  yes. 

Q.  Well,  liabilities,  actual  and  contingent,  isn't 
it? 

A.  In  most  cases,  where  the  bank  itself  does 
not  hold  all  the  contingent  liabilities. 

Q.  In  Exhibit  124,  you  simply  say  "Finstad  and 
Utgard,  Incorporated,  Net  Worth,"  and  then  at  the 
bottom,  contingent  liabilities,  $281,280.25;  is  that 
correct?  A.     That  is  correct. 

Q.  Do  you  know  what  items  made  up  the  con- 
tingent liabilities? 

A.     Well,  I  had  a  work  sheet  that  showed  it. 

Q.    Do  you  know  now? 

A.  My  recollection  is  I  do  not  know.  As  I  re- 
member it,  there  were  a  number  of  items  that  made 
it  up.  [4395] 

Q.  Excuse  me.  Would  your  work  sheet  show 
Finstad  and  Utgard  in  those  contingent  liabilities, 
Mr.  Taylor? 

A.     To  the  best  of  my  recollection,  I  think  it  did. 
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Q.  I  hand  you — I  will  ask  you  if  Exhibit  252 
is  your  work  sheet  for  February  28,  1948? 

A.     This  is  my  pencil  handwriting,  yes. 

Q.  And  that  shows — excuse  me — Finstad  and 
Utgard,  net  worth,  sole  owner,  doesn't  it? 

A.    Yes. 

Q.  And  shows  contingent  liabilities,  $190,000, 
doesn't  it?  A.     Yes. 

Q.  It  doesn't  show  Finstad  and  Utgard  in  con- 
tingent liabilities,  at  all,  does  it? 

A.  As  I  tell  you,  in  my  work  sheets,  I  must  have 
the  distribution.  I  am  not  going  to  say  positively  it 
is  there,  because  I  cannot  remember  exactly  what 
made  up  the  contingent  liabilities. 

Q.  Mr.  Taylor,  your  work  sheet  is — your  work 
sheet,  Exhibit  252,  is  dated  February  28,  1948,  isn't 
it?  A.    Yes. 

Q.  And  that  is  the  one  that  shows  contingent 
liabilities,  $190,000?  [4396]  A.    That  is  correct. 

Q.  You  made  the  printed  copy,  and  dated  it  the 
following  day,  February  29,  1948,  didn't  you,  Ex- 
hibit 122—123?  A.    Yes. 

Q.  You  did  not  include  contingent  liabilities 
upon  the  typewritten  sheet,  did  you? 

A.  No;  it  is  my  recollection  that  there  was  some 
comment  about  it. 

Q.     By  whom? 

A.  At  the  bank;  not  to  put  it  on,  that  it  was 
not  necessary  for  that  particular  statement. 

Q.  I  thought  the  purpose  of  the  statement,  Mr. 
Taylor,  in  your  long  explanation  before  the  recess, 
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Iras  thai  the  bank  called  you  secretly  and  wanted 
you  to  help  them  so  that  they  would  not  have  to 
make  a  loan  to  Mr.  Forster;  isn't  that  right? 

A.  No;  thai  wasn't  what  I  intended  to  say.  I 
intended  that  they  did  not  want  to  make  an  addi- 
tional loan  to  Mr.  Forster. 

Q.  So,  at  the  bank's  request,  they  requested  you 
to  leave  off  $190,000  of  contingent  liabilities  because 
they  didn't  want  to  make  an  additional  loan,  is  that 
right?        A.   Well,  no,  I  don't  believe  that  that  it 

Q.  The  $190,000  in  contingent  liabilities,  Mr. 
[4^97]  Taylor,  would  detract  from  the  value  of  the 
financial  statement,  wouldn't  it  I 

A.  Not  necessarily,  Mr.  Griffin.  If  all  the  con- 
tingent liability  belonged  to  the  bank,  it  wouldn't  de- 
tract or  help.  If  it  contained  many  others,  it  might 
have  its  effect  with  the  loan  committee  at  the  bank. 

Q.  Do  you  know  Mr.  D.  O.  Beck  of  the  Credit 
Department  of  the  Peoples  Bank  and  Trust  Com- 
pany .'  A.     D.  O.  Beck? 

Q.    Yes. 

A.  I  am  not  sure  that  I  do.  That  name  doesn't 
register. 

(Whereupon,  there  was  a  brief  pause.) 

Mr.  Griffin:  Sorry;  my  finger  slipped,  and  I  lost 
my  place. 

(Whereupon,  there  was  a  brief  pause.) 

Mr.  Griffin :  I  am  sorry ;  my  finger  slipped  while 
I  was  looking  for  the  number  of  the  exhibit. 

A-2  is  not  in? 

The  Clerk:    No. 
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(Whereupon,  there  was  a  brief  pause.) 

Q.  (By  Mr.  Griffin)  :  Do  you  recall  any  of  the 
officers  at  the  Peoples  Trust  and  Savings  Bank 
with  whom  you  conferred  [4398]  relative  to  Mr. 
Forster's  financial  situation  other  than  the  two 
gentlemen  who  testified  in  this  case*? 

A.  I  believe  that  Mr.  Strack  and  Mr.  Donaldson 
were  practically  the  only  ones  except  this  one  time, 
as  I  remember  it. 

Q.  Do  you  recall  that  at  this  one  time,  that  you 
were  called  over,  as  you  referred  to,  secretly,  that 
that  gentleman  took  notes? 

A.  I  do  not  remember  anything  about  that.  He 
may  have. 

Q.  And  it  would  be  only  with  that  one  man  in 
the  bank,  whose  name  you  don't  remember,  that  you 
were  called  over  secretly  and  with  whom  you  con- 
ferred, is  that  correct;  just  the  one? 

A.     As  I  remember  it. 

Q.    Aside  from  Strack  and  Donaldson? 

A.  I  had  some  35,  or  30,  accounts  that  went 
through  that  bank,  so  that  it  is  pretty  hard  for  me 
to  single  out  who  I  might  have  talked  to. 

Q.  You  knew  that  the  bank  depended  upon  you 
in  any  information  they  wanted  in  regard  to  Mr. 
Forster's  financial  affairs,  didn't  you? 

A.     I  wouldn't  say,  altogether. 

Q.  By  the  way,  you — Mr.  Taylor,  you  were  thq 
trustee  under  the  Hans  Forster  trust,  weren't  you? 

Mr.  LeSourd:     Objected  to,  your  Honor,  as  im- 


United  Stales  of  America  2131 

(Testimony  of  L.  Hicks  Taylor.) 
proper  cross-examination,  and  irrelevant  and  imma- 
terial. 

The  Court:  Objection  overruled.  I  don't  know 
how  extensive  it  may  be.  I  think  it  was  covered 
by  reference  in  direct,  was  it  not? 

Mr.  LeSourd:  No,  it  wasn't  your  Honor.  Not 
involved  in  the  case,  and  not  covered. 

The  Court:  What  would  be  the  purpose  of  this, 
Mr.  Griffin? 

Mr.  Griffin:  I  would  propose  to  show  his  familiar- 
ity, which  is  part  of  his  familiarity  with  the  Hans 
Forster  family,  his  relationship  which  he  says  was 
in  nowise  social,  and  what  he  did  in  connection 
with  acting  in  the  matter  of  the  trust,  inasmuch  as 
he  handled  that  entire  matter,  and  handled  the 
books  of  the  trust. 

The  Court:  In  a  limited  fashion,  I  think  the 
Court  would  overrule  the  objection.  I  think  any 
extensive  examination,  unless  something  further  is 
shown,  would  not  be  proper. 

Mr.  Griffin :  I  will  try  and  make  it  brief,  and  go 
to  the  point  that  I  want. 

Q.  (By  Mr.  Griffin  continuing) :  You  were  the 
designated  co-trustee  in  the  Hans  Forster  trust 
established  for  his  children,  weren't  you? 

Mr.  LeSourd:     We  object,  your  Honor.   [4400] 

Mr.  Moriarty:  We  join  in  the  objection,  your 
Honor. 

The  Court:  Objection  overruled,  in  lieu  of  the 
Court's  comment  if  examination  is  extended. 
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Mr.  LeSourd:  May  we  have  a  continuing  objec- 
tion to  this,  if  the  Court  please? 

The  Court:  Yes,  you  may.  If  you  will  not  object 
any  further,  the  Court  will  undertake  its  own  guid- 
ance of  the  examination. 

Q.  (By  Mr.  Griffin  continuing)  :  You  kept  the 
books  of  the  trust  and  made  the  income  tax  for  the 
trust,  didn't  you  ?  A.     Yes. 

Q.  All  income  for  the  trust  came  in  a  lease  of 
the  trust  property  to  the  Alpine  Dairy  of  which 
you  kept  the  books,  didn't  it,  of  which  you  made 
the  tax  returns? 

A.  The  rent  was  paid  by  the  Alpine  Dairy  to 
the  trust. 

Q.  Yes;  and  you  had  charge,  as  trustee,  of  the 
trust  bank  account,  didn't  you? 

A.     That  is  so,  yes. 

Q.  So  that  you  knew  then  the  amount  of  rent 
being  paid  by  Alpine  Dairy  to  the  trust,  didn't  you  % 

A.    Yes. 

Q.  The  amount  paid  by  Alpine  Dairy  to  the 
trust  [4401]  was  chargeable  on  the  books  of  the 
Alpine  Dairy  as  rent,  wasn't  it?  A.    Yes. 

Q.     On  the  books  of  the  trust  as  income? 

A.     Yes. 

Q.  Mr.  Taylor,  in  the  year  1947,  did  you  show 
on  the  books  of  the  Alpine  Dairy  rent  expense  of 
$6,500?  A.    Yes. 

Q.  But  in  the  trust  account,  only  income  of  five 
thousand  five  hundred? 

A.     That  is  correct. 
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Mr.  Griffin:  Will  you  mark  this  check  for  iden- 
tification ? 

The  Clerk:  Defendants'  Exhibit  123  marked  for 
identification. 

(Defendants'  Exhibit  123  marked  for  iden- 
tification.) 

Q.  (By  Mr.  Griffin)  :  Handing  you  Exhibit  123 
for  identification,  I  will  ask  you  what  that  is,  Mr. 
Taylor? 

A.  That  is  a  check  made  out  to  L.  Hicks  Taylor, 
Trustee,  by  the  Alpine  Dairy  for  $500. 

Q.    And  the  date  of  if?  A.    3-10-50. 

Q.  And  that  is  one  of  the  income  checks  to  the 
[4402]  trust?  A.     That  is  correct. 

Q.  Deposited  by  you,  Mr.  Taylor,  to  your  per- 
sonal bank  account,  is  that  right? 

A.     That  is  endorsed,  L.  Hicks  Taylor,  Trustee. 

Q.  And  deposited  by  you,  Mr.  Taylor,  to  your 
personal  bank  account,  wasn't  it? 

Mr.  LeSourd:  I  want  to  be  sure,  your  Honor, 
that  our  objection  runs  to  this.  As  we  said  before, 
it  is  all  irrelevant  and  immaterial,  and  improper 
cross-examination,  and  outside  the  period,  and 

The  Court:  (Interposing)  What  is  the  date  of 
it? 

Mr.  LeSourd:  If  the  Court  lets  it  in,  we  want 
our  record  to  show  all  this-. 

Mr.  Griffin:  March  10,  1950.  This  is  within  the 
Indictment  period;  prior  to  March  15th. 

The  Court:  I  will  sustain  objection  until  a 
further  showing  is  made. 
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Mr.  LeSourd:  By  questions  and  answers,  he  at- 
tempted to  bring  out  what  he  claims  to  be  a  situa- 
tion in  1950,  and  it  is  highly  prejudicial,  your 
Honor,  and  over  our  objection. 

The  Court:  Well,  I  will  hear  further  from 
Counsel.   [4403] 

However,  as  far  as  the  Jury  is  concerned,  any 
evidence  up  to  this  time  in  regard  to  this  check 
should  be  disregarded  by  the  Jury,  and,  unless  sub- 
sequently the  Court  considers  a  matter,  that  does 
not  come  in  as  evidence. 

Mr.  Griffin:  Does  your  Honor  understand  my 
position  without  stating  it? 

The  Court:  I  don't  want  to  make  a  final  ruling 
until  I  give  you  an  opportunity,  but  to  avoid  any 
possible  misimderstanding,  I  have  given  the  Jury 
that  instruction. 

Mr.  Griffin:  You  don't  want  me  to  state  the 
position  1 

The  Court:     I  suggest  you  pass  it,  if  you  can. 

Mr.  Griffin:    All  right. 

The  Court:  (Continuing)  Until  you  finish,  or 
at  least,  until  recess. 

Q.  (By  Mr.  Griffin) :  Mr.  Taylor,  the  trust, 
from  the  time  it  was  established,  had  a  separate 
trust  bank  account  in  the  Peoples  National  Bank 
of  Washington,  did  it  not? 

Mr.  LeSourd:  Your  Honor,  it  is  understood  that 
our  objection  is  continuing  on  the  same  grounds 
previously  stated? 
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Mr.  Moriarty:  The  Government  joins  in  the 
[4404]  objection. 

The  Court:  Well,  the  Court  doesn't  know  the 
purpose,  and  in  cross-examination,  cannot  go  into 
the  purpose  of  every  question,  and  there  may  be 
many  matters  gone  into  in  cross-examination  that 
may  go  to  various  proper  items,  and,  therefore,  the 
Court  isn't  going  to  sustain  the  objection  at  this 
time.  If  it  appears  it  is  improper,  the  Court  will 
ask  him  that  it  be  stricken,  and  so  instruct  the  jury. 
You  may  proceed. 

Q.  (By  Mr.  Griffin  continuing)  :  And  you  had  a 
personal  bank  account  in  the  Peoples  National  Bank 
of  Washington,  at  the  same  time  ?  A.    Yes. 

Mr.  Griffin:  Now,  in  the  absence  of  the  Jury, 
I  will  state  the  purpose  of  the  interrogation,  if  the 
Court  please. 

May  I  see  the  tax  returns,  if  the  Court  please, 
of  Forster,  personally? 

The  Clerk :     That  is  one,  two  and  three  ( 

Mr.  Griffin:    That  is  Exhibit  3. 

Q.  (By  Mr.  Griffin) :  Mr.  Taylor,  in  the  tax  re- 
turn of  Hans  Forster,  as  filed  for  the  year  1947, 
being  Exhibit  3,  you  increased  the  sales [4405] 

Mr.  Griffin:     This  is  coming  off. 

(Whereupon,  the   Clerk  stapled  the  exhibit 
together.) 

Q.  (By  Mr.  Griffin  continuing) :  you  in- 
creased the  sales,  that  is,  Alpine  Dairy,  by  thirteen 
thousand  dollars  over  the  amount  appearing  in  your 
work  sheets  and  the  general  ledger,  didn't  you  I 
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Mr.  LeSourd:  Objected  to,  your  Honor,  as  im- 
proper cross-examination,  and  irrelevant. 

The  Court:    Objection  overruled. 

A.  That  is  rather  hard  to  answer  from  just  a 
plain  question.  It  would  need  some  work  sheets  or 
something  else  to  refresh  my  memory. 

Mr.  Griffin:    The  general  ledger  is  72? 

The  Clerk:    Here  it  is. 

The  Witness:     Do  you  have  the  work  sheet? 

Q.  (By  Mr.  Griffin) :  Well,  you  can  examine  the 
ledger  on  that  question  without  the  work  sheet, 
can't  you,  Mr.  Taylor?  A.     We  will  see. 

Q.     Now,  so  that  we  know,  Exhibit  3 

The  Court:  (Interposing)  The  ledger  exhibit  is 
number  ? 

The  Clerk:    272.  [4406] 

The  Witness:    272. 

(Whereupon,  there  was  brief  pause.) 

The  Witness:     (Continuing)     That  is  correct. 

Q.  (By  Mr.  Griffin)  :  Why  did  you  change  the 
tax  return,  which  you  say  is  based  upon  the  general 
ledger,  in  that  item  of  $13,000,  different  from  your 
general  ledger? 

A.  That  was  an  adjustment  relative  to  either 
the  schools  or  a  group  of  loans  were  not  set  up. 
One  or  the  other.  I  am  not  positive. 

Q.     One  of  your  manipulation  of  figures? 

Mr.  LeSourd:  Object  to  the  form  of  the  ques- 
tion. 

The  Court:    Objection  sustained. 

Q.    (By  Mr.  Griffin  continuing)  :     Well,  that  is 
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wliat   you    did,    wasn't    it,    Mr.    Taylor,    to    chai 

figures  ? 

A.  It  is  a  fact  that  I  changed,  yes,  the  figure 
that  belonged  in  the  books. 

Q.     You  did  not  change  the  ledger,  did  you  ( 

A.  I  probably  didn't  go  back  and  post  the  entry 
from  the  work  sheet,  no,  which  has  been  done  a 
numbers  of  years  here. 

Q.  It  was  your  custom,  month  by  month,  and 
year-end,  to  analyze  and  change  figures,  wasn't  it  '. 

A.     Only  where  it  came  to  my  attention. 

Q.  Where  it — whether  it  was  sales,  inventory, 
depreciation,  accounts  payable,  or  accounts  receiv- 
able, you  did  it  right  along,  didn't  you? 

A.     No,  I  did  not. 

Q.  Did  you  at  any  time  reconcile  the  bank  ac- 
counts, cash  in  bank,  Issaquah  Creamery,  with  your 
ledger'?  A.     I  did  not. 

Q.     Or  of  Alpine?  A.     I  did  not. 

Q.     Or  of  any  of  the  Forster  enterprises'? 

A.     Oh,  I  would  say  some,  I  did,  yes. 

Q.    What  ones? 

A.  Where  I  didn't  have  people  that  were  com- 
petent to  do  it,  I  did  it. 

Q.  In  which  enterprises  of  Mr.  Forster  did  you 
reconcile  the  bank  account  against  the  ledger  kept 
by  you? 

A.  A  very  good  example  is  the  Renton  Ice  and 
Ice  Cream. 

Q.     You  did  that  on  each  statement? 

A.     As  far  as  I  can  remember,  yes. 
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Q.     Why  did  you  do  it? 

A.  Because  I  didn't  have  someone  competent  to 
do  [4408]  the  job  down  there. 

Q.  You  recognized  then  that  there  should  be 
reconciliation  definitely  between  bank  accounts, 
cash  on  hand,  and  the  ledger,  didn't  you? 

A.  I  practised  accounting  thirty  years.  I  know 
some  of  the  principles,  but  that  wasn't  my  assign- 
ment with  the  Issaquah  Creamery  and  the  Alpine 
Dairy. 

Q.  You  knew  and  recognized  the  principle  of 
the  necessity  of  a  reconciliation,  didn't  you? 

A.     It  was  not  my  duty,  as  I  am  telling  you. 

Q.  My  question  is,  Mr.  Taylor,  as  an  accountant, 
you  knew  the  necessity  of  reconciliation  between  the 
bank  accoimt,  cash  on  hand,  and  the  ledger,  didn't 
you  ?  A.    Yes. 

Q.  Mr  Taylor,  you  kept  the  ledger  under  your 
control  in  your  office,  didn't  you? 

A.     Correct. 

Q.  How  could  Harold  Erickson  at  Issaquah  re- 
concile the  bank  account  with  the  ledger  kept  in 
your  office  and  under  your  control? 

A.  Mr.  Griffin,  Mr.  Erickson's  bank  account  and 
mine  were  always  in  agreement. 

Q.     With  minus  cash? 

A.  Minus  cash  is  something  altogether  different 
than  a  bank  account. 

Q.     Did  you  reconcile  them  then,  Mr.  Taylor? 

A.  I  did  not.  I  have  admitted  I  did  not  recon- 
cile the  banks. 
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(t).    All  right;  yon  say  that  your  ledger  was 
acordancc  with  Mr.  Erickson 's  whal  '. 

A.     Journal. 

Q.  Journal ;  well,  it  had  to  be  if  you  just  copied 
the  figures  from  the  journal  into  the  ledger,  didn't 
it?  And  copied  them  correctly? 

A.     Correctly? 

Q.  Yes;  there  wasn't  anything  to  do  with  recon- 
ciliation as  between  the  bank  account,  the  journal 
and  the  ledger,  was  there?  You  simply  copied 
figures  ? 

A.  They  were  supposed  to  have  been  reconciled 
for  me. 

Q.  When,  to  your  knowledge,  Mr.  Taylor,  did 
Mr.  Erickson  ever  reconcile  the  bank  account  with 
his  figures  in  the  journals? 

A.     I  don't  recollect. 

Q.  When  did  you  ever  inquire  of  Mr.  Erickson 
whether  he  had  reconciled  the  bank  account  with  the 
figures  in  the  journal,  if  ever? 

A.     That  I  don't  remember. 

Q.  Also,  it  is  necessary  to  reconcile  accounts 
payable,  and  accounts  receivable? 

A.  Sure ;  that  is  the  office  force's  duty.  It  [4410] 
wasn't  mine. 

Q.  The  office  force  of  which  you  have  stated  that 
you  considered  Mr.  Erickson  competent? 

A.     I  think  so. 

Q.     And  employes  under  him  competent? 

A.     As  far  as  I  know. 

Q.    And  you  relied  on  them,  did  you? 


2140  Hans  Forster  vs. 

(Testimony  of  L.  Hicks  Taylor.) 

A.     Yes. 

Q.  Just  as  Mr.  Forster  relied  on  you,  is  that 
right  1 

A.  I  would  say  that  Mr.  Forster  relied  on  the 
whole  organization.  He  was  at  the  head  of  it. 

Q.  To  your  knowledge,  Mr.  Taylor,  were  the 
accounts  receivable  and  the  accounts  payable  of  the 
Issaquah  Creamery  ever  reconciled? 

A.  One  that  I  know  of  is  one  that  I  did  myself 
in  1932,  I  believe. 

Q.  1932;  subsequent  to  1932 — 22  years  ago — do 
you  know  of  any  reconciliation  of  accounts  receiv- 
able and  accounts  payable  of  Issaquah  Creamery? 

A.     No,  I  do  not. 

Q.    Alpine  Dairy? 

A.  No;  Alpine  Dairy  accounts  receivable  recon- 
cile continuously. 

Q.  Did  you  reconcile  the  so-called  "paid-outs" 
[4411]  and  "paid-ins"? 

A.  The  "paid-outs"  and  "paid-ins"  were  prop- 
erly taken  care  of  in  those  records. 

Q.     You  checked  them,  did  you? 

A.  No,  I  did  not  check  them.  Mrs.  Wilcox  had 
charge  of  the  office,  and  knew  what  she  was  doing. 

Q.  Just  the  same  as  Mr.  Erickson  knew  what  he 
wras  doing?  A.     Absolutely. 

Q.  Do  you  say  now  that  the  accounts  receivable 
and  accounts  payable  were  reconciled  at  Alpine 
Dairy  ? 

A.  There  was  a  running  reconciliation  kept  of 
those  accounts. 
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Q.     By  whom?  A.     Mrs.  Wilcox. 

Q.    But  not  at  Essaquah;  is  that  right? 

A.  No;  accounts  receivable,  I  do  not  know  much 
about  what  happened  at  Issaquah. 

Q.  Well,  the  Alpine  Dairy  accounts  payable 
were  payable  through  Issaquah,   weren't  they  \ 

A.     That  is  correct. 

Q.  Why  didn't  you  see  to  it,  then,  Mr.  Taylor, 
that  there  was  a  reconciliation  at  Issaquah,  at  least, 
of  the  Alpine  Dairy  payables? 

A.  I  accepted  the  figures  given  to  me.  I  did  not 
[4412]  audit  those  books  at  any  time. 

Q.  And  you  proceeded  on  the  basis  that  Mr. 
Forster  owed  a  higher  duty  than  you  owed  him  as 
an  accountant,  is  that  correct? 

A.     I  gave  him  the  service  that  he  requested. 

Q.  We  went  into  the  matter  of  your  original 
employment,  Mr.  Taylor.  Was  there  ever  any 
change  ? 

A.  We  started  in  1940  with  a  proper  assignment, 
yes. 

Q.    You  started  in  1932,  didn't  you? 

A.     That  was  not  the  same  assignment  as  1940. 

Q.  Mr.  Taylor,  is  it  your  testimony  that  in  your 
relationship  to  Mr.  Forster  professionally  that  he 
owed  you  a  greater  duty  than  you  owed  him? 

A.  I  would  say  "no",  that  we  owed  it  equally  to 
each  other. 

Q.  You  owed  a  duty  to  him,  to  see  that  he  made 
correct  income  tax  returns,  didn't  you  ? 

A.     And  my  tax  returns  agreed  with  the  ledger. 
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Q.  And  your  ledger  agreed  with  nothing,  did 
they,  Mr.  Taylor,  except  themselves  at  times'? 

A.     I  disagree  with  you  on  that. 

Q.  You  didn't  record  the  acquisition  of  the  Daisy 
Ice  Cream  Company  on  the  books  of  Alpine  until 
January  31,  1946,  did  you?  [4413] 

A.     That  I  cannot  say;  I  don't  remember. 

Q.  Well,  you  handled  the  purchase  of  the  Daisy 
Ice  Cream,  didn't  you,  as  you  heretofore  testified'? 

A.     Yes,  I  handled  the  operation,  yes. 

Q.    And  that  was  May  1,  1934,  wasn't  it  ? 

A.     When  was  it? 

Q.     1944? 

A.     I  guess  so.    I  have  forgotten  definitely. 

Q.  Why  did  you  delay  between  May  1,  1934,  and 
assume  my  date  is  correct,  and  January  1,  1946 

Mr.  LeSourd:     (Interposing)  Just  a  moment. 

Mr.  Griffin :    Just  a  moment,  Mr.  LeSourd. 

Q.  (By  Mr.  Griffin  continuing) :  in  enter- 
ing the  acquisition  of  Daisy  Ice  Cream  Company  as 
an  asset  in  Mr.  Forster's  enterprises? 

Mr.  LeSourd:  Object  to  the  form  of  the  ques- 
tion. It  can't  be  asked  on  Mr.  Griffin's  assumption.  He 
can  be  asked  what  he  knows,  or  what  the  facts  are. 

Mr.  Griffin:  I  will  withdraw  the  question.  I 
don't  intentionally  misrepresent  to  the  Court. 

Q.  (By  Mr.  Griffin) :  Mr.  Taylor,  what  period 
of  time  elapsed  approximately  before  you  entered 
Daisy  Ice  Cream  as  an  [4414]  asset  upon  the  books 
of  Alpine  Dairy?  A.     I  don't  remember. 

Q.     Several  months?  A.     I  don't  know. 
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Q.  Mr.  Taylor,  without  a  reconciliation  at  Issa- 
quah  of  payables,  how  could  Mr.  Forster  know  that 
items  chargeable  to  his  drawing  account  personally 
were  charged  otherwise;  how  could  he  know? 

A.     I  don't  know. 

Q.  Mr.  Taylor,  upon  the  Alpine  Dairy  ledger, 
did  you  charge  or  credit  donations  to  advertising? 

A.     Not  to  my  knowledge. 

Q.     Did  you  credit  donations  at  all? 

A.  They  were  handled  through  Mr.  Erickson's 
journals,  and  charged  to  whatever  account  was 
proper,  so  far  as  I  know. 

Q.    You  never  went  into  those  accounts? 

A.     I  did  not.   I  was  not  auditing  those  books. 

Q.     I  am  not  asking 

A.     (Interposing)  I  am  answering  that  way. 

Q.  You  were  not  auditing  books,  but  you  were 
analyzing  figures,  is  that  it? 

A.     After  they  came  into  my  possession. 

Q.  And  no  analysis  that  you  ever  made  ever 
caused  you  to  go  back  and  look  into  the  books  of 
either  Issaquah  [4415]  Creamery  or  Alpine  Dairy 
to  find  the  basis  of  why  you  had  to  analyze,  is  that 
right  ? 

A.  I  never  analyzed  from  the  books.  I  analyzed 
from  the  figures  I  took  for  the  general  ledger. 

Q.     But,  I  say,  nothing 

Mr.  Griffin:     (Interposing)  Strike  that. 

Q.  (By  Mr.  Griffin  continuing)  :  You  analyzed 
them  year  after  year  from  the  figures  you  had? 

A.     From  my  ledger,  yes. 
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Q.  Mr.  Taylor,  what  was  the  purpose  of  that 
analysis  ? 

A.  To  analyze  the  operation  for  the  year,  in- 
crease and  decrease  in  net  worth. 

Q.     Is  that  your  complete  answer? 

A.     It  is  enough,  yes. 

Q.  What  was  the  purpose  of  analysis  of  the 
monthly  statements? 

A.     To  give  Mr.  Forster  an  idea  of  his  progress. 

Q.  Well,  how  could  he  have  an  idea  of  his  prog- 
ress, Mr.  Taylor,  if  Mr.  Erickson  showed  certain 
inventory — actual  figures — and  showed  certain  sales 
and  you  analyzed  and  changed  those  figures?  How 
could  that  help  or  show  Mr.  Forster  his  progress, 
or  lack  of  progress?  [4416] 

Mr.  LeSourd:  If  your  Honor  please,  may  the 
record  show  our  objection,  the  same  objection  as 
before,  to  this  line  of  questioning — irrelevant  and 
immaterial,  and  improper  cross-examination? 

The  Court :  I  might  say  it  seems  to  be  extending 
longer  than  I  thought.  When  I  consider  how  far 
we  have  gone  with  this,  Mr.  Griffin,  I  am  inclined 
to  put  some  limitation  upon  it.  I  will  overrule  the 
objection. 

Mr.  Griffin:  I  agree  with  your  Honor.  I  agree. 
Did  you  sustain  objection  to  my  question? 

The  Court:  No,  I  didn't  sustain  objection.  Do 
you  wish  the  question? 

The  Witness:    I  think  so. 

The  Court :    Mr.  Reporter,  read  the  question. 
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(Whereupon,  preceding  question  was  read 
the  reporter.) 

A.    No  figures   were  changed    from  the  figures 

actually  presented. 

Q.  (By  Mr.  Griffin):  Mr.  Taylor,  can  there  be 
negative  cash? 

A.     Yes,  you  bet  you,  there  can  be  negative  cash. 

Mr.  LeSourd :  Just  a  minute,  your  Honor.  The 
answer  came  before  I  could  object.  I  want  [4417] 
my  same  objection  to  show  and  move  to  strike  the 
objection  and  answer  on  the  same  ground. 

The  Court:  The  answer  having  been  given  the 
Court  would  deny  the  motion. 

Q.  (By  Mr.  Griffin) :  That  is,  a  business  may 
have  actually  ten  dollars  or  ten  thousand  dollars 
in  cash,  physical  cash,  and  it  could  still  be  negative 
cash,  is  that  right? 

Mr.  LeSourd:  Just  a  moment.  May  we  have  a 
continuing  objection  to  this,  to  save  interrupting? 

The  Court:  The  Court  will  sustain  objection  if 
you  object  to  this  question. 

Mr.  LeSourd:  Well,  I  object  to  it  on  the  same 
grounds. 

Q.  (By  Mr.  Griffin) :  Can  there  be  negative 
cash  where  physically  there  is  actual  cash? 

Mr.  LeSourd:    Same  objection. 

The  Court:  Wasn't  this  covered,  Mr.  Griffin, 
earlier? 

Mr.  Griffin:  Not  with  this  witness  to  my  recol- 
lection. 


2146  Hans  Forster  vs. 

(Testimony  of  L.  Hicks  Taylor.) 

The  Court:  Didn't  you  cover  it  in  part  with  neg- 
ative inventory? 

Mr.  Griffin:  Negative  inventory  is  entirely  dif- 
ferent [4418]  from  negative  cash. 

The  Court:  Wasn't  this  covered  in  part  at  the 
same  time? 

Mr.  Griffin:     I  didn't  mean  to,  if  I  did. 

The  Court:  Mr.  LeSourd's  objection  is  on  an- 
other ground,  isn't  that  right? 

Mr.  LeSourd:  My  objection  is,  it  is  improper 
examination  and  irrelevant  and  immaterial  to  the 
case. 

The  Court:    Objection  overruled. 

The  Witness:    May  I  have  that  question  now? 

The  Court:    Mr.  Reporter,  read  the  question. 
(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

A.  That  is  an  answer  of  "yes"  and  "no."  It 
takes  two  answers  to  answer  that  question. 

Many  sets  of  books  contain  what  they  call  a  petty 
cash  account,  which  is  the  drawer  cash,  or  the  cash  i 
lying  in  the  business  from  which  small  expenditures 
are  made  from.  That  particular  cash  account  is  a 
definite  and  conservative  account,  replaced  as  a  rule 
every  three  days,  to  bring  it  to  a  certain  balance. 
That  cannot  have  a  negative  cash. 

The  cash  account  generally  carried  in  the  ledger 
is  like  any  account  of  a  business.  Through  applica- 
tion of  certain  collections,  certain  cash  items  [4419] 
transferred  to  the  bank  before  they  are  entered  on 
the  detailed  books,   you  take  your  journal,  apply 
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your  deposits — and  many  times  your  cash  acco 
will  show  a  credit  which  is  not  an  error.  II  is 
merely  the  fact  of  the  delay  in  entering  cash  re- 
ceipts and  crediting  it  to  sales  or  to  accounts  re- 
ceivable. It  does  not  mean  there  are  any  errors  in 
the  books.  It  does  not  affect  the  income  tax  in  any 
way.  It  is  merely  a  book  entry  upon  which  adjust- 
ment is  made,  and  if  it  cannot  be  adjusted,  it  must 
be  developed  and  created  into  some  other  type  of 
an  account,  such  as  an  account  payable,  note  pay- 
able, or  some  other  type  of  an  account. 

Q.  Mr.  Taylor,  you  did  not  include  the  Werner- 
Murphy  note  as  upon  the  books  of  Alpine  Dairy, 
did  you?  By  " books"  now,  I  am  referring  to  the 
ledger. 

Mr.  LeSourd:  Objected  to,  your  Honor,  improper 
cross-examination  and  irrelevant  and  immaterial. 

The  Court:     I  will  sustain  the  objection. 

Mr.  Griffin:  I  would  like  to  talk  to  you  about 
this  for  about  two  minutes,  if  you  would  like  to 
adjourn  now. 

The  Court:     All  right. 

Mr.  Griffin:  I  would  like  to  show  a  continuity, 
believe  it  or  not,  for  the  purpose  of  getting  through. 

The  Court:    Ladies  and  Gentlemen  of  the  Jury: 

We  will  adjourn  now  until  tomorrow  morning  at 
10:00  o'clock,  and  the  Court  calls  your  attention  to 
the  admonition  given  on  previous  occasions,  and 
asks  that  you  heed  it  on  this  occasion. 

(Whereupon,  the  Jury  retired  from  the  court 
room.) 
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The  Court:  It  is  stipulated  the  Jury  hav<*  l<jf1 
the  courtroom? 

Mr.  Griffin :     Yes,  your  Honor. 

Mr.  Moriarty:    Yes,  your  Honor. 

Mr.  Griffin:  I  assume,  your  Honor  might  think 
that  was  going  afield.  The  point  is  different  in  re- 
gard to  that  item.  What  Mr.  Taylor  did — I  make 
the  statement  now,  and  he  can  be  prepared  tomor- 
row, if  you  change  your  mind — the  evidence  in 
chief  of  the  Government  showed  the  Werner-Mur- 
phy indebtedness,  and  the  interest  connected  with 
it.   Werner-Murphy  are  the  Basketball 

The  Court:     (Interposing)  Yes. 

Mr.  Griffin:  Yes.  Mr.  Taylor  did  not  enter  that 
note  as  an  asset  upon  the  books  of  the  Alpine  Hairy, 
but  he  did  deduct  it — deducted  the  five  thousand 
portion  of  that  item  from  the  income  of  Alpine 
Hairy.  He  didn't  record  it  in  the  general  ledger. 
It  is  just  one  of  those  items  which  he  did  with 
figures  whatever  he  saw  fit, — now,  in  the  absence  of 
the  Jury, — in  the  [4421]  manipulation  of  income 
and  expense.  It  goes  to  that  kind  of  sloppy  book- 
keeping, and  I  will  use  that  term  because  I  will 
have  it  tomorrow  when  I  reach  that  phase  of  this 
matter  with  Mr.  Kachlein. 

Now,  it  seems  to  me  that  that  is  material.  It  is 
one  item  that  is  direct.  The  documents  are  in  evi- 
dence. The  Werner-Murphy  note  is  part  of  the 
Government's  case,  and  one  of  the  items  going  into 
unpaid  income. 

Mr.  Patten :    Net  worth. 

Mr.  Griffin:    Net  worth.   And  I  propose  to  show, 
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if  permitted,  just  how  Mr.  Taylor  lackadaisically 
handled  the  matter.   That  is  No.  1. 

No.  2:  On  the  $500  check  that  you  are  holding 
in  reserve,  the  trust  check,  I  take  it,  the  fact,  thai 
Mr.  Taylor  took  and  cashed  $500  in  trust  funds  out 
of  this  trust  account  goes  to  his  credibility,  if  noth- 
ing else. 

This  $500  is  one  of  $1500  missing  from  that  ac- 
count, of  which  we  were  able  to  find  only  this  $500 
check.  The  other  two  checks,  we  could  not  find. 
It  seems  to  me  that  that  goes  directly  to  credibility. 

The  Court:  On  that  matter,  Mr.  Griffin,  if  it 
were  admitted,  wouldn't  it  introduce  another  issue? 
Wouldn't  they  be  in  a  position  to  go  into  that 
matter  ? 

Mr.  Griffin:  T  would  say  that  he  could  go  into 
it  [4422]  and  explain  what  he  did  with  $500  in 
trust  funds. 

The  Court:  Well,  it  seems  to  me,  without  know- 
ing, of  course,  what  the  circumstances  are,  that  it 
is  one  of  those  matters  that  may  add  to  an  already 
heavily  burdened 

Mr.  Griffin:  (Interposing)  I  appreciate  that,  but 
my  position  is  this,  in  regard  to  that  particular 
item,  and  it  goes  to  the  heart  of  this  case : 

It  seems  to  me,  from  the  Jury's  standpoint,  when 
we  are  through,  that  the  trust  and  confidence  that 
Mr.  Forster  placed  in  this  man  is  evidenced  in  one 
item,  by  naming  him  as  trustee  of  this  trust,  and 
where  that  trustee  takes  a  trust  check  belonging  to 
the  trust,  and  deposits  it  to  his  personal  account, 
it  is  very  material.  When  that  is  discovered,  if  the 
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Court  please,  as  to  why — and  it  wasn't  discovered 
until  after  this  accounting  was  had, — as  to  why 
Mr.  Forster  lost  faith  subsequent  to  April  21,  1949 
—1950— in  Mr.  Taylor. 

Mr.  Taylor's  defense  here  has  been  an  attack 
upon  Mr.  Kachlein  throughout. 

The  Court:  I  understand,  and  that  is  the  basis 
upon  which  much  of  this  testimony  has  come  in. 

Mr.  Griffin:  And  that  is  one  of  the  things,  per- 
haps, as  much  as  anything  else,  because  irrespective 
of  what  a  Jury  may  think  when  we  are  through, 
Mr.  Forster  [4423]  doesn't  understand  very  much 
what  he  has  heard  in  this  courtroom  about  the 
books,  but  he  did  understand  that  when  a  man  takes 
$500  from  a  trust  fund  he  has  set  up  for  his  chil- 
dren, he  has  lost  faith  in  that  individual. 

That  is  those  two  items. 

I  appreciate  your  Honor's  position  in  that  mat- 
ter. I  think  on  that  one,  it  is  very  important.  Mr. 
Taylor  may  have  an  explanation.   I  don't  know. 

Mr.  Moriarty:  The  Government  strongly  objects 
to  this  item. 

The  Court:     Speaking  of  the  check? 

Mr.  Moriarty:  On  the  check  and  the  inference 
that  follows,  and  it  is  after  the  Indictment  period 
and  similar  acts  wouldn't  have  anything  to  do  with 
this.  It  would  be  prejudicial  to  Mr.  Taylor,  and 
the  Government  is  interested  in  protecting  this 
record. 

The  Court:  I  understand.  I  hope  you  are,  Mr. 
Moriarty.  In  admitting  a  certain  amount  of  this 
testimony  on  cross-examination,  one  basis  for  it  has 
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been  the  attack  on  Mr.  Forster's  defense,  and  I 
think  I  have  permitted  a  wide  latitude,  which  I 
know  Mr.  LeSourd  agrees  with,  the  fact  that  there 
lias  been  wide  Latitude.  1  do  feel  there  lias  to  be 
sonic  limitation  on  the  matter,  and  thai  is  why  I 
think  the  time  has  come  where  we  have  to  sustain 
objection  to  some  of  these  individual  items  that 
possibly  could  come  in  on  the  same  theory,  but  in- 
asmuch as  [4424]  time  is  passing,  and  we  have  gone 
over  a  very — the  books,  I  think,  quite  extensively, 
and  all  the  transactions,  I  believe  that  the  Court  is 
justified,  and  should  restrict  now  any  item  other 
than  those  that  might  be  very  material  and  relevant 
to  a  particular  defense,  or  issue,  involved,  and  I 
am  inclined  to  adhere  to  both  of  my  rulings. 

Mr.  LeSourd:  If  the  Court  please,  I  have  a  mo- 
tion for  mis-trial  to  make.  Do  you  wish  to  hear  it. 
now,  or  in  the  morning? 

The  Court:    If  you  wish. 

Mr.  LeSourd:    It  makes  no  difference. 

The  Court:    We  might  as  well  hear  it  now. 

Mr.  LeSourd:  Yes.  The  Defendant  Taylor,  your 
Honor,  at  this  time  moves  for  a  mis-trial  on  the 
following  several  grounds: 

The  first  is  that  over  our  continuing  objection 
Mr.  Griffin  was  permitted  to  ask  questions  and  elicit 
answers  with  regard  to  the  Hans  Forster  trust,  the 
taxes  on  which  are  not  involved  here,  and  particu- 
larly with  regard  to  the  asserted  diversion  of  a  $500 
check  in  1950,  and  we  feel  that  your  Honor's  later 
caution  to  the  jury,  however  proper,  still  does  not 
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relieve  the  situation  of  its  pre  judicial  effect  so  far 
as  this  defendant  is  concerned.  [4425] 

A  second  ground  for  our  motion  is  the  fact  that 
continually  Mr.  Griffin  in  his  examination  has 
brought  out  information  from  documents  which 
were  not  admitted,  and  many  of  which  were  later 
not  admitted,  by  his  manner  of  questioning,  which 
wTe  think  is  highly  improper  and  prejudicial,  and 
is  grounds  for  a  mis-trial. 

Certainly,  your  Honor,  it  would  be  grounds  for 
a  mis-trial  if  done  by  the  prosecuting  official,  and 
we  feel  Mr.  Griffin  is  in  the  same  shoes  as  far  as 
this  defendant  is  concerned,  and  many  of  the  ques- 
tions which  Mr.  Griffin  has  asked,  were  highly  prej- 
udicial, and  likewise  grounds  for  a  mis-trial  if  done 
by  the  prosecuting  or  district  attorney,  and  I  think 
the  same  situation  exists  here. 

And  another  ground  is  that  this  witness  has  been 
required  to  go  far  beyond  his  direct  examination  in 
answering  questions  about  a  myriad  of  matters  that 
have  nothing  to  do  with  the  matters  covered  in  the 
scope  of  his  direct  examination,  and  have  nothing 
to  do  with  the  issues  actually  involved  here  in  this 
case. 

The  Court:  Well,  the  Court  will  deny  the  mo- 
tion. 

As  I  have  indicated,  I  realize  that  the  scope  per- 
mitted [4426]  on  ci'oss-examination  of  this  witness, 
has  been  broader  than  it  might  have  been  under 
other  circumstances.  I  feel,  in  the  nature  of  the 
case,  and  the  nature  of  the  position  of  the  parties, 
that  the  defenso  has  made,  and  the  charge  ns  made 
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against  the  defendants,  makes  advisable  and  proi>er 
the  evidence  permitted. 

Considering  other  grounds,  the  Court  likewise 
calls  attention  to  the  fact  that  cross-examination  of 
a  witness  on  the  stand,  such  as  Mr.  Taylor,  or  any- 
one similarly  situated,  requires  a  rather  exhaustive 

and  unusual  cross-examination  to  bring  out.  [4427] 
#  *  *  #  # 

L.  HICKS  TAYLOR 
upon  being  recalled  as  a  witness  for  and  on  behalf 
of  the  Defendant  Taylor,  and  having  been  previ- 
ously duly  sworn,  testified  as  follows: 

Cross  Examination — (Continued) 

Q.  (By  Mr.  Griffin)  :  Mr.  Taylor,  you  prepared 
a  balance  sheet,  Issaquah  Creamery,  for  November, 
1949,  did  you  not? 

A.    Yes,  as  I  recollect. 

Q.     And  for  December,  1949? 

A.     Yes,  as  I  recollect. 

Q.    And  a  year-end  statement  for  the  year  1949  ? 

A.    Yes,  as  I  recollect,  that  is  true. 

Q.  Now,  as  I  recall  your  testimony  on  the  last 
Saturday  in  Januarj7,  1950,  you  went  out  to  Issa- 
quah Creamery  as  usual,  at  which  time  you  pre- 
pared your  work  sheet  for  December ;  was  that  cor- 
rect ?  A.     Yes. 

Q.  November — the  month  of  November,  1949, 
showed  a  loss  of  approximately  ten  thousand  dol- 
lars, did  it  not? 

A.  I  would  like  to  see  the  sheet  to  pass  on  it, 
please. 
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Q.  I  am  handing  yon  Exhibit  259- A,  and  (!.<• 
actual  amount,  $9,953.62;  correct?  [4436] 

A.    Yes,  it  showed  a  loss  of  $9,953.62. 

Q.  And  the  month  of  December,  as  you  com- 
puted the  matter,  showed  a  profit  of  approximately 
twenty  thousand  dollars;  is  that  correct? 

A.     May  I  see  the  exhibit,  please? 

Q.     Have  you 

Mr.  LeSourd:  (Interposing)  "Well,  just  a  mo- 
ment. Are  you  going  to  let  him  answer  the  ques- 
tion? 

Mr.  Griffin :    I  am  not  asking  for  an  answer  now. 

Q.  (By  Mr.  Griffin  continuing)  :  Have  you — 
where,  Mr.  Taylor,  would  we  find — you  are  asking 
for  an  exhibit — where  would  we  find  your  work 
sheet  for  the  month  of  December,  1949,  if  there 
was  one? 

A.  Apparently  that  is  the  sheet  you  have  right 
there. 

Q.  Well,  Mr.  Taylor,  referring  to  Exhibit  259, 
Issaquah  Creamery,  this  is  what  you  call,  is  it  not, 
and  have  testified  to  as  the  year-end  statement, 
December  31,  1949? 

A.  Yes;  this  is  a  work  sheet  that  displays  the 
closing  figure  and  the  final  figure  of  the  Issaquah1 
Creamery  for  December  31,  1949.  There  were  prob- 
ably typed  reports  made  from  this  forwarded  to 
Mr.  Forster.  [4437] 

Q.  There  isn't  anything  on  this  sheet  that  you 
just  requested,  Exhibit  259,  that  shows  either  the 
profit  or  loss  for  the  month  of  December,  is  there? 
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A.  No;  as  I  have  testified  continually,  I  did  not 
make  separate  monthly  statements.  They  were 
cumulative  statements  for  the  year  to  date. 

Q.  Then  my  question,  before  your  counsel  inter- 
rupted me,  was:  Where,  Mr.  Taylor,  would  we  find, 
i!'  there  was  one,  or  did  you  make,  a  statement  for 
the  month  of  December,  1949  comparable  to  the 
one  you  made  for  November,  19491 

A.  They  have — those  two  statements  are  similar 
in  effect.  One  is  accumulated  through  November, 
and  the  other  is  accumulated  through  December. 

Q.  Correct,  if  so,  but  the  November  statement, 
as  well  as  all  of  your  monthly  statements,  carried 
either  a  profit  or  a  loss  for  the  month,  didn't  they? 

A.  Sometimes  I  marked  the  previous  profit  and 
showed  a  profit  for  the  month,  yes. 

Q.  Was  there  any  monthly  statement  that  you 
submitted  over  all  these  years,  Mr.  Taylor,  in  which 
you  did  not  show  the  profit  or  loss  for  that  month  I 

A.  Tt  is  possible  that  T  did  it  in  all  of  them. 
I  don't  know. 

Q.    Yes.  [4438] 

A.     I  wouldn't  from  recollection  know  for  sure. 

Q.  Mr.  Taylor,  in  all  the  years  that  you  pre- 
pared these  statements,  you  have  no  recollection 
whether  in  your  monthly  statements  you  consist- 
ently showed  either  a  profit  or  a  loss;  you  have  no 
recollection  on  it? 

A.     I  didn't  say  I  didn't  have  a  recollection. 

Q.    Well,  you  have  a  recollection,  then,  that  you 
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did,  on  each  monthly  statement,  show  the  ])rofit  and 

loss? 

A.  As  far  as  I  know,  from  recollection  I  did  it 
each  month.   I  didn't  say  I  didn't  do  it. 

Q.  All  right;  now,  have  you  any  recollection 
whether  you  made  a  monthly  statement  for  De- 
cember, 1949? 

A.  I  don't  have  a  recollection  of  it,  because  it 
was  the  close  of  the  year,  and  I  don't  believe  it 
was  necessary.  I  may  have,  and  I  may  not.  I  am 
not  sure. 

Q.  Have  you  any  recollection  as  to  what  amount 
was  either  profit  or  loss  in  the  month  of  December, 
1949? 

A.  I  recollect  that  I  testified  that  the  difference 
in  the  figures  was  somewhere  near  $25,000,  if  I  re- 
member right,  loss. 

Q.     $25,000;  $25,000  loss  in  December? 

A.    If  I  recollect  correctly,  yes. 

Q.  You  heard  Mr.  Forster 's  testimony,  did  you, 
that  your  figures  showed  a  profit  of  $20,000  in  De- 
cember? [4439] 

A.     I  heard  him  testify  to  that,  yes. 

Q.  And  that  he  said  to  you  there  could  not  be 
a  profit  in  December  considering  the  loss  in  No- 
vember; did  he  so  state  to  you? 

A.  No,  that  was  not  in  discussing  that  matter 
as  I  remember  it. 

Q.  All  right;  now,  as  I  understand  your  testi- 
mony in  presenting,  or,  rather,  in  discussing 

Mr.  Griffin:    Strike  that,  if  you  will. 
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Q.     (By  Mr.  Qriffiu  continuing):     On  this  last 

Saturday  in  January  of  1950,  you  would  have  !><'- 
Pore  you,  if  I  understand  your  testimony,  your  work 
sheet,  perhaps,  for  November  30,  1949? 

A.     That  is  possible,  yes. 

Q.  Mr. — you  would  have  submitted  to  Mr.  For- 
ster  the  typewritten  report  for  November,  1949  ( 

That  would  have  been  submitted  sometime — as  I 
understand — in  December,  is  that  correct? 

A.     Yes,  as  near  as  I  can  remember. 

Q.  Exhibit  259,  you  would  make  up  on  this  last 
Saturday  in  January  out  at  Issaquah? 

A.     Yes,  that  is  correct. 

Q.  And,  of  course,  Mr.  Forster  would  have  no 
figures  as  to  this  year-end  statement,  or  December 
statement,  except  as  you  advised  him  what  [4440] 
your  analysis  was?  A.     That  is  correct. 

Q.  All  right;  so,  as  I  understand  your  testimony, 
you  advised  him  that — or,  what  did  you  tell  him  it 
looked  like  the  profit  was  going  to  be  for  the  year  ? 

A.     As  I  remember  it,  it  was  around  $100,000. 

Q.  And  that  was  after  you  carried  a  loss  in  No- 
vember of  $9,953.62  and  $25,000  in  December,  is 
that  right? 

A.     Well,  the  twenty-five  is  just  a  recollection. 

Q.     I  understand  that. 

A.    Yes,  that  is  correct. 

Q.  And  Mr.  Forster  said  that  that  profit  was 
impossible,  is  that  correct? 

A.     As  I  remember,  that  was  his  remark,  yes. 

Q.     That  it  was  not  in  the  cards  to  make  that 
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much  money?  A.     Yes,  that  is  true. 

Q.  That  the  sales  for  the  year  1949  were  ap- 
proximately the  same  as  the  sales  for  the  year 
1948? 

A.     No,  I  am  not  sure  that  that  was  discussed. 

Q.  And  he  said  that  the  costs  of  operation  were 
approximately  the  same  in  1949  as  in  1948? 

A.  It  is  possible  that  it  was  discussed,  but  I  do 
not  remember  that  part  of  it.  [4441] 

Q.  And  he  said  to  you  that  there  must  be  a  mis- 
take somewhere? 

A.     That  is  correct.  He  made  that  statement. 

Q.     And  you  assured  him  there  was  not? 

A.  I  assured  him  that  those  figures  agreed  with 
my  ledger. 

Q.  And  he  said  that  he  guessed  he  would  have 
to  get  another  accountant  to  check  it,  didn't  he? 

A.  Not  exactly  that  way.  He  said  he  thought  he 
would  get  another  accountant  to  cheek  it. 

Q.  All  right ;  he  was  very  definite  that  there  was 
something  wrong  with  your  bookkeeping  at  that 
point,  wasn't  he? 

A.  Not  my  bookkeeping.  He  said,  with  the 
profit. 

Q.  And  you  said  that  you  would  check  it,  didn't 
you?  A.     I  did  not. 

Q.     Did  you  check  it?  A.     I  did  not. 

Q.  Didn't  you  testify  that  you  went  back  to  your 
office  and  you  compared  the  1948  sales  with  the  1949 
sales f  A.     Yes,  in  March. 

O.     And  von  found — that  is  what  I  am  talking 
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about — what  you  did — and  you  found  thai  the  dif- 
ference [4442]  — that  there  was  two  million  three 
hundred  and  some  odd  thousand  sales  in  one  year, 
and  two  million  another,  and.  they  were  compara- 
ble I  A.     Yes,  T  testified  I  did  thai   in  March. 

Q.  And  that  your  statement — or,  you  examined 
the  income  tax  returns,  didn't  you,  for  1948,  or 
whatever  you  had  to  examine  to  ascertain  what  the 
net  income  was? 

A.  Yes,  because  it  is  necessary  to  have  the  pre- 
vious year's  tax  return  in  front  of  you  when  you 
are  making  out  the  current  year's  tax  return. 

Q.  And  you  found  that  the  sales  were  the  same 
and  the  cost  approximately  the  same,  and  that  your 
figures,  at  least,  showed  almost  100  per  cent  more 
profit  in  1949  than  in  1948,  didn't  you? 

A.  The  first  calculation  would  have  shown  that, 
yes. 

Q.  That  is  what  T  am  referring  to.  The  calcu- 
lation that  you  calculated  on  this  last  Saturday  in 
January  out  at  Issaquah? 

A.     Yes,  I  will  agree  with  you. 

Q.  Well,  with  the  sales  approximately  the  same, 
jrross  sales,  and  the  cost  of  doing  business  approxi- 
mately the  same  in  the  two  years,  were  you  at  all 
disturbed  about  100  per  cent  difference  in  net  in- 
come according  to  the  calculations  for  the  year 
1948,  or  1949?  [4443] 

A.     It  did  not  disturb  me,  no. 

Q.  Well,  you  were  quite  tax  conscious,  were  you 
not,  Mr.  Taylor,  in  January,  February  and  March 
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of  1950?  A.     Yes,  most  accountants  are. 

Q.     You  were  particularly,  weren't  you? 

A.     Possibly  at  that  time. 

Q.  Yes,  and  you  were  not  then  at  all  concerned 
with  either  Mr.  Forster's  complaint  that  a  mistake 
had  been  made  some  place,  and  that  at  his  sugges- 
tion, he  would  get  another  accountant,  in  effect,  to 
find  it  if  you  didn't?  A.    He  didn't. 

Q.     No,  he  didn't  get  another  accountant,  did  he? 

A.    No. 

Q.  After  going  over  the  1948  statement,  as  you 
retained  it  in  your  office,  after  you  came  back  from 
Issaquah  and  in  comparing  it  with  your  calcula- 
tion that  you  made  of  $101,000  of  profit,  you  called 
Mr.  Erickson  and  told  him  to  make  at  least  a  $50,- 
000  change  in  either  receivables  or  payables;  didn't 
you?  A.     That  is  not  true. 

Q.  Now,  handing  you  Exhibit  259,  that  shows 
upon  its  face  alterations,  changes,  of  material  fig- 
ures, from  the  original,  doesn't  it?  [4444] 

A.     That  is  correct. 

Q.     Who  made  those  changes? 

A.     Nobody  but  me. 

Q.     When  did  you  make  them? 

A.     Sometime  in  March  of  1950. 

Q.  And,  as  I  understand  your  testimony,  you 
examined  no  record,  book  or  document  at  this  time 
or  immediately  preceding  the  making,  your  chang- 
ing these  figures  upon  your  work  sheet? 

A.  Those  figures  were  changed  from  figures  (pre- 
sented to  me. 
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Q.     My  question  is: 

That  you  made  no  investigation,  check,  or  any- 
thing else,  of  any  book,  document  or  record,  of  the 
Issaquah  Creamery  Company,  at  the  time  and  im- 
mediately preceding  your  making  those  changes  of 
figures,  did  you,  Mr.  Taylor? 

A.     No,  I  did  not. 

Q.  And  you  were  using  and  intended  to  use  Ex- 
hibit 259  and  the  figures  shown  thereon  for  income 
tax  purposes  for  the  year  1949  in  making  the  Issa- 
quah  Creamery  Company  return,  weren't  you? 

A.     Yes,  I  made  it,  and  Mr.  Forster  approved  it. 

Q.  You  testified,  as  I  understand,  that  you 
talked  to  Mr.  Erickson  and  Mr.  Erickson  gave  you 
a  figure;  is  [4445]  that  correct?  A.     Yes. 

Q.    Do  you  recall  what  figure  he  gave  you? 

A.  If  you  will  show  me  the  exhibit,  I  will  read 
them  to  you. 

Q.  First,  will  you  state  the  figure  that  you  used 
on  the  last  Saturday  in  January,  1950,  and  then 
give  the  change  that  you  wrote  in  this  exhibit  259? 
(Whereupon,  there  was  a  brief  pause.) 

The  Witness:  I  wish  I  could  have  that  question 
again.    I  was  calculating. 

The  Court:  Mr.  Griffin,  do  you  want  to  restate 
it? 

Q.  (By  Mr.  Griffin  continuing)  :  Will  you  first 
read  the  figure  you  used  in  January,  the  last  Satur- 
day in  January,  1950,  Mr.  Taylor,  and  then  the 
changed  figure  that  you  inserted  in  259? 

A.  From  the  best  of  my  recollection,  there  might 
have  been  a  slight  difference  of  some  kind  in  this 
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figure,  but  to  calculate  it  now,  the  net  profit  would 

have  shown  $101,304.24. 

Q.  What  figure — what  figures  and  what  items 
did  you  change  in  2,59;  will  you  advise  the  Jury? 

A.  The  application  of  an  exact  amount  of  [4446] 
change  was  $51,578.76. 

Q.  In  what  account  was  that,  the  milk  purchase 
account  ? 

A.     That  was  in  the  accounts  payable  account. 

Q.     In  the  accounts  payable  ?  A.     Yes. 

Q.  Did  you  in  anywise  analyze  that  accounts 
payable?  A.     I  did  not. 

Q.  Did  Mr.  Erickson  advise  you  what  to  change 
that  account  to  on  your  books? 

A.    Accounts  payable,  yes. 

Q.  Without  any — just  a  lump  sum  accounts  pay- 
able, and  no  analysis  or  advice  from  Erickson,  just 
$51,578.76  accounts  payable? 

A.     That  is  correct. 

Q.  You  had  no  knowledge  of  what  the  accounts 
payable  were  and  did  not  investigate? 

A.  I  did  not.  That  was  Mr.  Erickson 's  and  Mr. 
Forster's  responsibility. 

Q.  I  think  you  said  that  Mr.  Erickson  also 
pointed  out  another  error  in  your  computation,  is 
that  correct?  A.     It  is  possible,  yes. 

Q.     Is  that  a  ten  thousand  dollar  item?  [4447] 

A.     It  is  possible  that  that  was  it. 

Q.     It  was,  wasn't  it? 

A.     I  do  not  remember  just  exactly. 

Q.    What  was  the  item  itself? 
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A.    Xf  T  remember  rightly,  it  was  an  in 
item. 

Q.  An  inventory  item;  what  did  yon — now,  do  I 
understand  that  you  changed  your  figures  on  Ex- 
hibit 259  accounts  payable  by  51,000  and  some  odd 
dollars'?  A.     That  is  the  exact  change. 

Q.     Will  you  show  that  to  me  on  here,  please? 

A.     Here  is  the  amount,  right  here  (indicating). 

Q.  This  is — do  I  understand  that  originally  you 
had  accounts  payable  $156,649.85? 

A.     I  believe  that  includes  the  '51.  I  am  not  sure. 

Q.  To  the  right  of  that  column,  you  have  en- 
tered, and  this  is  your  own  handwriting,  is  it  not  ( 

A.     Correct. 

Q.     $51,578.76?  A.    Yes. 

Q.  And  instead  of  surplus  $55,436.54,  you  have 
written  to  the  left,  or  to  the  right,  under  the  fifty- 
one  thousand  dollars,  ten  thousand  dollars,  is  that 
correct  ? 

A.  No,  that  is  not  correct.  The  ten  thousand 
dollars  [4448]  was  written  opposite  the  account 
milk  drafts. 

Q.  Oh,  over  here.  I  see.  The  two  figures  them- 
selves manifestly  you  have  changed,  there  was  some 
figure  before  the  fifty-five  thousand? 

A.     It  is  my  recollection  that  there  was,  yes. 

Q.    What  was  it?  A.     That  I  don't  know. 

Q.  But,  opposite  the  fifty-five  thousand,  under 
milk  drafts,  and  underneath  the  fifty-one  thousand, 
you  wrote  in  ten  thousand  dollars? 

A.     That  was  for  my  information,  yes. 
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Q.  And  where  did  you  get  the  informal  ion  m 
regard  to  that  ten  thousand  dollars? 

A.    Mr.  Erickson  gave  me  those  figures. 

Q.     He  gave  you  ten  thousand  dollars? 

A.     Yes. 

Q.  And  then,  after  taxes  payable,  originally 
eight  hundred  sixty-eight  dollars  and  ninety-eight 
cents,  you  have  written  in  $19,703. — wait  a  minute. 
What  has  confused  me,  Mr.  Taylor,  some  apply  to 
this  line  and  some  to  this  one.  This  is  all  under  the 
heading  of  Expenses,  is  it  not,  rather  than  taxes? 

A.  No,  that  is  not.  That  is  evidently  in  working 
out  something  I  have  accumulated  some  figures  and 
wrote  the  amount  there.  I  don't  know  what  they 
comprise.  [4449] 

Q.     And  the  amount  is  $197,039.06? 

A.  Yes.  It  is  meaningless  as  far  as  this  state- 
ment is  concerned. 

Q.  What  was  the  original  inventory  upon  this 
statement?  A.     $12,978.90. 

Q.  You  have  written  in — you  have  changed  that 
figure,  the  figure  "1"  on  the  twelve  thousand  to  a 
"2",  is  that  correct?  A.     That  is  correct. 

Q.  And,  in  the  column  where  you  were  making 
these  changes,  you  wrote  in  $32,978.90,  is  that  right? 

A.  That  is  a  figure  written  there,  but  it  is  not 
the  inventory  used. 

Q.     What  inventory  was  used? 

A.     $22,978.90. 

Q.  And  you  have  another  figure  here,  $230,- 
675.32  written  in;  what  was  that  figure? 
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A.  From  glancing  at  it,  I  would  Bay  thai  thai 
was  an  accumulation  of  some  of  these  figures  into 
one  for  the  tax  return,  or  for  some  other  purpose. 
It  is  meaningless  so  far  as  this  statement  was 
concerned. 

Q.  Mr.  Taylor,  the  changes  that  you  made  of  the 
Exhibit  259,  considering  how  you  handled  it,  ac- 
tually made  a  reduction  in  income  not  of  $51,578.70, 
but  of  [4450]  approximately  seventy  thousand  dol- 
lars, didn't  it? 

A.     No,  that  is  not  true. 

Q.  Well,  bills  payable  was  one  item,  $51,578.76, 
Isn't  it?        A.     Correct. 

Q.     Inventory  $10,000?  A.     Increase. 

Q.     What  does  that  do? 

A.     That  reduces  $51,000  to  $41,000. 

Q.     Where  did  you  bring  it  back? 

A.  Inventory  was  increased  ten  thousand  dol- 
lars. 

Q.  Inventory  increased  ten  thousand  dollars; 
you  say,  reduces  this  item  from  fifty-one  to  forty- 
one  ?  A.     Yes. 

Q.  All  right;  what  did  you — what  else  did  you 
do  in  the  shifting  of  figures  to  change  the  amount 
of  income,  net? 

A.  Drafts  payable  were  increased  ten  thousand 
to  bring  back  this  $51,578.76. 

Q.  There  couldn't  be  any — if  there  was  a  certain 
amount  of  drafts  payable,  there  couldn't  be  ten 
thousand  dollars  more  or  less,  could  there? 
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A.  This  exhibit  displays  that  there  was  ten  thou- 
sand more.  [4451] 

Q.     Where  did  you  get  that  information? 

A.     Mr.  Erickson. 

Q.  All  right;  you  talked  to  Mr.  Erickson  then 
about  drafts  payable,  did  you,  on  this  occasion? 

A.     Talked  about  it? 

Q.    Yes. 

A.    He  gave  me  an  amount  to  add. 

Q.     He  gave  you  an  inventory  figure,  didn't  he? 

A.     Correct. 

Q.  You  increased  that  inventory  figure  by  ten 
thousand  dollars,  didn't  you? 

A.     I  did  not. 

Q.     I  thought  you  said  inventory  was  increased? 

A.    I  increased  it  by  the  figure  given  me. 

Q.  When  you  first  entered  the  inventory,  you 
had  no  inventory  figure? 

A.     Yes,  I  had  an  inventory  figure. 

Q.     All  right;  what  was  it? 

A.     $12,978.90. 

Q.  And  you — then  Mr.  Erickson  gave  you  a 
new  figure?  A.     Correct. 

Q.    Was  that  on  the  telephone? 

A.     No,  it  was  not  on  the  telephone. 

Q.     When  did  he  give  you  a  new  figure?  [4452] 

A.     In  March,  1950. 

Q.     In  March,  1950?  A.    Yes. 

Q.  And  when  did  he  give  you  the  figure  fifty- 
one  thousand  something? 

A.     The  very  same  day. 
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Q.     The  same  day? 

A.     The  same  time. 

Q.     And  when  did  he  give  you  a  new  figure  on 
drafts  payable?  A.    That  very  same  time. 

Q.     That  very  same  time?  A.     Yes. 

Q.     All  three  at  the  same  time? 

A.     That  is  correct. 

Q.     And,  as  you  have  said,  you  checked  none  of 
those  or  analyzed  none  of  them? 

A.     I  did  not. 

Q.     You    knew    absolutely    nothing    about    them 
except  as  he  gave  them  to  you,  is  that  right? 

A.     Because  it  was  not  part  of  my  assignment. 

Q.     My  question  is: 

You  knew  absolutely  nothing  about  them  except 
as  he  gave  them  to  you? 

A.     Mr.  Forster  and  Mr.  Erickson  I  understand 
checked  them  out.  [4453] 

Mr.  Griffin:     May  the  question  be  read,   if  the 
Court  please? 

The  Court:    Mr.  Reporter,  read  the  question. 
(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

A.    (Continuing)     I  accepted  them  that  way,  yes. 

Q.   (By  Mr.  Griffin)  :  Did  you  examine  Mr.  Erick- 
son's  sales  analysis  sheets 

A.    (Interposing)     I  did  not. 

Q.    (Continuing)     on  these  items  ? 

A.    I  did  not. 

Q.     You   knew   that  these   changed   figures   that 
you  were  using  affected  income  and  income  tax  of 
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the  Issaquah  Creamery  Company  for  the  year  1949, 

didn't  you'? 

A.    Yes,  they  affected  it. 

Q.  And  you  knew  that  they  affected  it  very  ma- 
terially by  decreasing,  at  least,  that  tax,  by  fifty 
per  cent"? 

A.     That  would  be  the  approximate,  yes. 

Q.  And  notwithstanding  that  this  was  March, 
1950,  you  didn't  do  a  thing  about  it,  as  I  under- 
stand your  testimony,  except  to  make  the  change  on 
that  sheet  in  March,  1950;  is  that  right,  and  pre- 
pared the  tax  [4454]  returns,  Mr.  Taylor,  accord- 
ingly? A.     That  is  correct. 

Q.  And  you  called  Mr.  Forster  down  by  tele- 
phone, you  said,  and  told  him  the  amount  of  check 
to  bring  in  and  to  sign  the  return? 

A.     That  I  don't  recollect  exactly. 

Q.     You  recall  so  testifying? 

A.     He  came  to  my  office  to  sign  the  tax  return. 

Q.  Did  you  'phone  him  the  amount  of  the  check 
to  bring  in  and  to  sign  the  return? 

A.     Oh,  it  is  possible  that  I  did. 

Q.  And  you  explained  to  him  at  that  time  these 
changes  that  you  had  made? 

A.     That  is  correct. 

Q.  And  told  him  that  he  and  Erickson  would 
have  to  be  responsible  for  it? 

A.     Would  have  to  substantiate  the  changes,  yes. 

Q.     What  do  you  mean  by  that,  Mr.  Taylor? 

A.     Well,  I  meant  that  I  had  changed  my  ledger, 
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and    it   would  probably   be   noticed   by   anyone 

ami  rang  it. 

Q.  And  you  knew  that  yon  would  not  be  here  to 
carry  on  the  work  ai  thai  time,  didn't  yon  '. 

A.     That  I  did  not  know  particularly. 

Q.  So,  you  did  make  the  c!ian<j;cs  in  your  ledger, 
did  you,  Mr.  Taylor?  [4455] 

A.     As  far  as  I  remember,  yes. 

Mr.  Griffin:     May  I  see  271,  please1? 

Mr.  Brody:    Here  it  is  (indicating). 

(Whereupon,    exhibit    was    handed    to    Mr. 
Griffin  by  Mr.  Brody.) 

Q.  (By  Mr.  Griffin) :  Now,  Mr.  Taylor,  you  tes- 
tified twice  this  morning  on  my  examination  that 
on  this  fifty-one  thousand  dollar  accounts  payable, 
you  didn't  analyze  it,  and  you  didn't  know  anything 
about  it  except  as  a  figure  given  you  by  Mr.  Erick- 
son ;  is  that  still  correct  %  A.     Yes. 

Q.  Then,  why,  Mr.  Taylor,  on  your  ledger,  did 
you  divide  that  fifty-one  thousand  dollars  between 
certain  items  of  accounts  payable? 

A.     May  I  look  at  the  ledger? 

Q.     Do  you  recall  whether  you  did  or  not? 

A.     No. 

Q.  And,  if  you  did,  it  was  for  the  purpose  of 
concealing  it,  wasn't  it? 

Mr.  LeSourd:    Object  to  the  form  of  the  question. 

The  Court:    Objection  sustained. 

Q.  (By  Mr.  Griffin  continuing)  :  Will  you  look 
at  your  ledger,  [4456]  271,  and  read  to  the  jury 
what  you  did  on  your  ledger  with  these  items  of 
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which  you  knew  absolutely  nothing  except  as  given 

to  you? 

A.  The  ledger  account  of  December  31  was 
posted  $98,616.29. 

Q.  To  what  account  did  you  change  on  your 
ledger  and  make  the  entry  in  your  handwriting  of 
this  fifty-one  thousand  dollars? 

A.     I  didn't  make  it  as  a  separate  entry. 

Q.  No,  but  you  knew  nothing  about  it,  and  what 
did  you  do?  Tell  the  Jury  what  you  did  from  your 
ledger  with  it. 

A.  What  do  you  mean,  what  I  did  with  my 
ledger  with  it  ? 

Q.  How  did  you  enter  the  $51,000  in  your 
ledger? 

A.  It  is  entered  in  an  accumulation  of  $98,- 
616.29. 

Q.  You  entered  a  portion  of  it  to  butter  pur- 
chases, didn't  you?  A.     Yes. 

Q.  You  charged  in  your  ledger  that  $51,000  item 
as  follows,  did  you  not,  sir: 

You  charged  milk  purchases,  $5,000? 

A.     So  it  appears,  yes. 

Q.     In  your  own  handwriting?  [4457] 

A.     Sure. 

Q.  You  charged  butter  purchases,  $41,578.76, 
didn't  you? 

A.     There  isn't  anything  that  displays  that  here. 

Q.     What  did  you  charge  to  butter? 

A.     I  don't  know.  I  can't  tell. 

Q.     You  can't  tell  from  your  ledger  ? 
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A.    I  can'l  tell  how  it  was  distributed. 

Q.  And  you  charged  ten  thousand  dollars  of  it 
to  miscellaneous,  didn't  you  ( 

A.  That  I  cannot  tell  you.  There  are  a  number 
of  items  here  that  have  been  changed.  Possibly 
sonic  from  some  other  source 

Q.  You  can't  analyze  your  own  ledger,  is  that 
the  situation,  sir'?  A.     The  facts  are  here. 

Q.     All  right;  what  were  the  facts  in  your 

Mr.  Griffin:     Strike  that, 

Q.  (By  Mr.  Griffin  continuing)  :  I  think,  Mr. 
Taylor,  that  you  testified  that  you  held  the  ledger 
open  until  Mr.  Erickson  could  check  back  to  see  if 
there  were  any  errors,  is  that  correct? 

A.  I  told  Mr.  Forster  and  Mr.  Erickson  that  I 
would  hold  the  ledger  open  until  they  checked  out 
to  see  if  there  was  any  error.  [4458] 

Q.  As  a  matter  of  fact,  you  didn't  hold  the 
ledger  open  because  your  ledger  on  its  face  shows 
that  you  recall  the  original  figures  that  you  had  in 
the  ledger,  didn't  you? 

A.  Yes,  I  so  testified,  that  I  changed  the  ledger 
to  fit  the  charges. 

Q.  So  that  it  wasn't  held  open;  you  had  already 
made  the  entries,  hadn't  you,  before  }rou  got  the 
new  figures? 

A.  No,  I  did  not,  I  held  the  ledger  open.  The 
adjustments  were  made  in  March,  1950. 

Q.  Mr.  Taylor,  do  I  understand  now,  dealing 
with  your  ledger,  Exhibit  271,  for  the  month  of 
December,   1949,  you  cannot  find,  tell,   or  analyze 
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how  you  handled  this  fifty-one  thousand  some  odd 

dollar  item  upon  your  ledger? 

A.     Not  without  some  added  work  papers. 

Q.  What  work  papers  did  you  have,  or  is  there, 
other  than  Exhibit  259  in  connection  with  this 
matter  ? 

A.  There  were  about  six  or  seven  cartons  of 
work  papers,  and  apparently  they  have  been  pulled 
apart  to  somebody's  satisfaction. 

Q.     My  question,  Mr.  Taylor,  is: 

What  work  papers  did  you  make  out  in  connec- 
tion with  the  matter  we  are  discussing  other  than 
Exhibit  259?  [4459] 

A.  There  would  have  been  attached  to  this  in 
the  file — you  see,  this  is  perforated — there  was 
probably  a  lot  of  papers  with  that  in  a  jacket. 

Q.  Did  you  make  out  any  work  sheet,  Mr.  Tay- 
lor, showing  these  changes  that  you  entered  in  the 
ledger? 

A.  I  just — yes,  I  just  testified  that  those  con- 
tain all,  but  figured  if  I  had  the  work  sheet 

Q.  (Interposing)  As  a  matter  of  fact,  you  made 
the  changes,  Mr.  Taylor,  on  Exhibit  259  in  your  own 
handwriting,  didn't  you? 

A.  For  this  particular  purpose,  Mr.  Griffin,  that 
is  exactly  what  I  did. 

Q.  Well,  259,  and  your  ledger  for  the  month  of 
December — this  is  your  work  sheet,  259,  with  the 
changes  on  it  in  your  own  handwriting,  isn't  it? 

A.     Yes. 

Q.     All  right,  now 
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A.  (Interposing.)  Mr.  Griffin,  I  would  like  to 
finish  this  point. 

Q.    Certainly. 

A.  This  book  has  a  complete  trial  balance  on  it. 
The  expense  control.  There  is  a  work  sheet  that 
shows  every  item  in  there,  and  the  adjustments 
made,  if  you  will  produce  them  from  the  files  that 
I  turned  over. 

Q.  Handing  you  Exhibit  287,  Mr.  Taylor,  I  will 
ask  [4460]  you  if  that  is  the  jacket  from  out  of 
which  came  Exhibit  259? 

A.     That  is  correct. 

Q.  Now,  will  you  take  that  jacket,  Mr.  Taylor, 
and  advise  the  Jury  what  you  did,  to  what  accounts 
in  your  ledger  you  charged  this  item  of,  first,  $51,- 
578.76? 

A.  Mr.  Griffin,  this  jacket  is  just  like  everything 
else  you  have  presented  me.  It  is  partial  in  every 
respect.  These  tilings  are  never  presented  to  me  in 
their  entirety.  This  is  up  to  October,  1948,  and 
many  sheets  have  been  taken  out  of  this. 

Q.  There  is  nothing  in  the  jacket,  then,  out  of 
which  this  exhibit  was  taken? 

A.     That  exhibit  did  come  out  of  this  jacket. 

Q.  I  say,  there  is  nothing  in  the  jacket  then, 
Exhibit  287,  that  in  anywise  helps  you  to  determine 
what  you  did  in  the  ledger  with  the  fifty-one  thou- 
sand ? 

A.  No,  apparently  the  only  paper  that  you  were 
interested  in  was  this. 

Q.     Now,  Mr.  Taylor,  while  you  cannot,  you  say. 
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determine  what  yon  did  with  that  fifty-one  thou- 
sand on  the  ledger,  does  it  occnr  to  yon  that  an 
accountant    examining    your    work    can    determine 
what  you  did  with  it? 

A.  Mr.  Griffin,  I  am  going  to  answer  that  by 
"yes".  [4461] 

Q.     All  right. 

A.  (Continuing)  My  files  were  placed  in  shape 
that  any  accountant  who  has  had  more  than  a 
couple  of  years'  experience  could  have  picked  up 
those  work  sheets  and  gone  through  these  ledgers. 

Q.  Now,  you  have  testified  that  of  this  item,  you 
have  charged  to  milk  purchases,  $5,000,  you  were 
able  to  get  that  from  your  ledger  and  work  sheet, 
were  you? 

A.  I  was  assuming  that  that  charge  was  there, 
yes,  from  the  looks  of  the  account. 

Q.  I  will  ask  you  if  you  did  not  change  over 
this  item  to  the  butter  account,  $41,578.76? 

A.     I  cannot  tell. 

Q.    And  ten  thousand  dollars  to  "Miscellaneous"? 

A.     That  I  cannot  tell. 

Q.     Would  you  say  that  you  did  not? 

A.     I  don't  know. 

Mr.  Griffin:    Mr.  Moriarty  suggested  a  recess. 

The  Court:  Ladies  and  Gentlemen  of  the  Jury: 
We  will  take  the  mid-morning  recess,  and  the  Court 
calls  you  attention  to  the  admonition  given  you  on 
similar  occasions  and  asks  that  you  heed  it  on  this 
occasion. 

You  may  now  be  excused. 


United  States  of  America  2115 

(Testimony  of  L.  Hicks  Taylor.) 

(Whereupon,  the  Jury  retired  from  the  court 
room.)   [4462] 

(Whereupon,  at  10:53  o'clock  a.m.  a  recess 
was  had  in  the  within-entitled  and  numbered 
cause  until  11:07  o'clock,  a.m.,  April  22,  1954, 
at  which  time,  counsel  and  defendants  hereto- 
fore noted  being  present,  the  following  pro- 
ceedings were  had,  to-wit:) 
The  Court:     You  may  call  the  Jury. 

(Whereupon,  the  Jury  was  returned  to  the 
court  room.) 
The  Court:    You  may  be  seated. 
It  is  stipulated  that  the  Jury  and  all  Defendants 
are  present  in  the  court  room? 
Mr.  Griffin:    Yes,  your  Honor. 
Mr.  Moriarty:    Yes,  your  Honor. 
The  Court:     You  may  proceed,  Mr.   Griffin. 
Q.    (By  Mr.  Griffin) :     Mr.  Taylor,  is  Plaintiff's 
Exhibit  213  the  journal  of  Mr.  Erickson  for  the 
month  of  November,  journal  kept  by  Mr.  Erickson, 
months  of  November  and  December,  1949,  Issaquah 
Creamery   Company,   from  which  you  made   your 
entries  into  the  ledger? 

A.     This  looks  like  the  same  one,  yes. 
Q.     You  find  an  entry,  do  you,  November,  1949, 
Consolidated  Dairy,  $51,578.76? 
A.     Yes,  it  appears  here. 
Q.     And  does  it  appear  again  in  December? 
ing  for  it. 

Q.     Well,  isn't  that  the  book  that  you  made  your 
A.     I  haven't  examined  this  book  so  I  am  look- 


2176  Hans  Forster  vs. 

(Testimony  of  L.  Hicks  Taylor.) 

entries  from,  month  by  month,  when  you  went  out 

to  Issaquah? 

A.  Yes;  yes,  that  is  true,  but  the  figures  you 
were  referring  to  were  given  to  me  in  March. 

Q.     1950?  A.     That  is  right. 

Q.  Would  there  be  any  purpose  if  he  gave  you 
a  figure  of  $51,000  for  you  to  divide  that  up  be- 
tween certain  accounts  of  which  you  knew  nothing  ? 

A.     I  didn't  divide  it  up. 

Q.  I  didn't  ask  you  that.  There  wouldn't  be  any 
reason  to,  would  there?  A.     No. 

Q.  The  item  was  given  to  you  as  fifty-one  thou- 
sand some  odd  dollars,  milk  purchases,  accounts 
payable,  is  that  right?  A.     Yes. 

Q.  And  that  is  where  it  should  go  on  your  ledger, 
fifty-one  thousand  in  the  milk  purchases,  is  that 
right  ? 

Mr.  LeSourd:    Just  a  moment.  Accounts  payable. 

Q.  (By  Mr.  Griffin  continuing)  :  All  right,  ac- 
counts payable. 

A.    Yes,  it  was  accounts  payable. 

Q.  Accounts  payable,  or  milk  purchases,  that  is 
the  way  it  was  given  to  you,  wasn't  it  % 

A.     I  don't  recollect  just  how  it  was  described. 

Q.  Mr.  Taylor,  what — will  you  tell  the  Jury 
what,  you  personally,  of  your  own  knowledge  and 
limited  to  that,  called  for  complaint  on  your  part 
against  George  Kachlein? 

A.  Mr.  George  Kachlein  was  employed  by  me  in 
1948  to  assist  me  in  a  tax  matter  and  performed 
for  me  in  this  tax  controversy  with  the  Internal 
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Revenue  and  contacted  Mr.  Marx  and  Mr.  M 
Carthy  in  October  of  1949  and  informed  me  that 
my  case  was  hopeless  and  that  I  had  committed 
a  fraud  and  was  an  accountant  and  would  not  have 
very  much  defense  and  suggested  that  I  could  prob- 
ably, by  pleading  guilty,  get  off  for  five  to  seven 
months. 

March  2,  1950,  he  came  to  my  house  and  took  me 
to  Tacoma  and  advised  me  that  pleading  guilty  was 
best  and  less  publicity,  and  I  did  plead  guilty.  On 
April — at  his  instigation — on  April  25th  I  was 
sentenced  to  McNeil  Island. 

(Whereupon,  the  witness  wept.) 

The  Court:    Do  you  wish  a  recess,  Mr.  Taylor? 

The  Witness :  No,  that  is  not  necessary.  Just  let 
me  get  back  my  composure. 

A.  (Continuing)  Why,  Mr.  Kachlein  served  as 
my  attorney,  attempted  in  a  lackadaisical  way  to 
try  to  file  a  protest  on  my  tax  liability,  and  sent 
that  to  the  Island.  I  signed  it  and  sent  it  back  and 
it  had  no  particular  effect. 

As  I  remember  in  June  he  prepared  a  codicil  to 
my  will  and  sent  it  to  me. 

As  I  remember  in  July  he  had  me  removed  as 
the  Trustee  of  the  Forster  Trust. 

When, — in  September,  the  6th  day  of  September 
Mr.  Marx  and  Mr.  Eppler  and  Mrs.  Stokie  came 
to  the  Island  to  see  me  on  the  Forster  case  and  Mr. 
Eppler  informed  me  that  the  accountants  Touche, 
Niven,  Bailey  and  Smart,  that  had  been  hired  by 
Mr.  Kachlein,  had  reported  that  there  was  approxi- 
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mately  one  million  dollars  of  unreported  income. 

Mr.  Eppler  asked  me  if  I  had  a  statement  to 
make  and  I  told  him  that  I  could  not  because  I  did 
not  have  legal  counsel  and  he  asked  me  who  my 
legal  counsel  was,  and  I  said,  "Mr.  Kachlein,"  and 
Mr.  Eppler  said,  "Oh,"  as  I  remember  it. 

I  immediately  got  up  and  left  the  room  to  [4466] 
their — I  am  afraid  they  were  a  little  bit  disturbed 
about  it.  I  maybe  was  a  little  abrupt,  but  I  was  so 
perplexed  and  surprised  at  such  a  statement  that  I 
didn't  know  what  to  think. 

I  returned  from  the  Island  on  September  10th. 
We,  my  wife  met  me  and  we  had  an  appointment 
with  Mr.  Kachlein  on  the  13th,  on  Wednesday 
morning. 

Tuesday  before,  I  believe,  Mr.  Eppler  and  Mr. 
Marx  tried  to  contact  me  at  my  office.  I  did  not  go 
to  my  office  at  the  time.  We  went  to  Mr.  Kachlein 's 
office  on  the  morning  of  the  13th.  Mr.  Kachlein  was 
very  strong  in  his  statement  that  he  did  not  want 
me  to  make  a  statement  to  the  Internal  Revenue 
Agents  and  to  stay  out  of  the  way  and  to  get  out 
of  town  as  soon  as  possible.  My  wife  and  I  had 
definite  plans  for  a  short  vacation,  a  thirty  day  trip, 
and  in  fact  I  even  moved  my  car  out  of  my  garage 
so  that  the  Agents  would  not  know  that  I  was  home 
so  that  I  would  not  be  disturbed  by  them. 

On  the  14th,  morning  of  the  14th,  or  afternoon, 
I  won't  say  which  for  sure,  I  think  it  was  after- 
noon, a  Marshal's  car  drove  in  to  my  driveway. 
I  knew  then  that  I  was  quite  sure  that  Mr.  Marx 
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and  Mr.  Eppler  were  making  an  efforl  to  conti 
ttie.  I  went  to  the  basemenl  and  1  kept  ou1  of  Bight 
and  T  [4467]  guess  the  door  bell  was  not  very  loud 
because  our  lady  that  works  with  us  was  running 
me  vacuum  cleaner  and  apparently  no  one  answered 
the  door. 

I  had  an  appointment  to  go  and  talk  to  my  sister 
who  lives  in  another  end  of  town  and  I  went  up 
the  street  and  got  my  car  and  drove  up  there.  Mr. 
Marx  and  Mr.  Eppler,  I  believe,  had  just  left  when 
I  left  my  sister's  home — when  I  got  there — by  just 
a  few  minutes. 

My  wife  and  I  stayed  out  of  sight  and  we  left 
very  early  the  next  morning  and  were  gone  until 
the  25th  of  October.  All  this  time  Mr.  Kachlein 
was  representing  me  as,  I  thought  and  definitely 
thought  as  my  attorney.  I  contacted  him  and  made 
an  appointment  with  him  on  the,  if  my  recollection 
is  correct  on  the  27th  day  of  October,  1950,  at  which 
time  he  informed  me  owing  to  the  circumstances 
that  it  would  be — he  would  be  in  the  position  that 
he  would  have  to  either  release  me  from  his  repre- 
sentation, or  release  Mr.  Forster.  My  release  was 
granted  that  day.  I  employed  Mr.  LeSourd  to  rep- 
resent me. 

But,  going  back  into  this  story  a  little  further, 
one  of  the  most  important  things  that  I  think  every- 
body should  know,  I  had  three  men  associated  with 
me.  [4468]  I  left  them  in  charge  of  my  office,  dis- 
tributed the  business  as  best  I  could  to  the  various 
ones.    I  left  them  a  bank  account  to  run.    It  had 
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$3800.00  in  it  to  operate  with.  These  men  were  un- 
der agreement  to  me  to  draw  two-thirds  of  their 
compensation  and  leave  one-third  in  the  bank  ac- 
count to  cover  expenses  and  possibly  a  dollar  or 
two  for  me.  Those  two  men,  or  three  men,  appar- 
ently were  satisfied  with  the  agreement  but  some 
time  in  May  two  of  them  went  down  to  Mr.  Kach- 
lein's  office  and  wanted  to  know  what  to  do  with 
the  fees  collected  in  my  little  business.  Mr.  Kach- 
lein  said  that  I  was  out  of  business,  completely 
out  of  business,  and  that  I  would  never  practice 
again,  and  that  I  had  made  a  lot  of  trouble  for  a 
lot  of  people  and  gave  them  a 

Q.  (By  Mr.  Griffin)  :  Mr.  Taylor,  I  asked  you 
of  your  own  knowledge.  I  haven't  interrupted  you. 
You  were  not  there.  I  want  to  limit  this  question, 
and  you  can  answer  as  you  see  fit,  to  what  you  know 
personally,  not  what  somebody  told  you. 

A.     I  apologize  if  I  am  out  of  order,  Mr.  Griffin. 

The  net  result  of  this  memorandum  letter  was 
that  the  accountants  should  take  all  the  fees  and 
settle  with  me  on  my  return.  These  accountants 
paid  [4469]  the  expenses  of  my  office  and  telephone, 
tax  services,  and  various  other  things  out  of  my 
$3800.00  and  to  this  date  I  still  have  paid  that  bill. 
One  of  the  men  did  eventually  make  a  settlement  of 
his  account  with  me  and  that  is  the  net  result  of  the 
many  things  that  happened  that  Mr.  Kachlein 
mjixed  himself  up  in  and  put  me  out  on  a  limb  in 
many  ways. 

In  another  occasion  that  came  up  I  had  letters 
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to  the  Island  wanting  to  know  what  my  brother  was 
doing  and  I  wrote  back  and  told  him  to  get  in 
touch  with  Mr.  Kachlein  before  he  did  anything, 
and  then  they  ceased  their  operation. 

Various  things  that  were  not  very  ethical  in  my 
observation  of  the  situation. 

Q.  You  consider  yourself  a  pretty  good  judge 
of  ethics,  don't  you,  Mr.  Taylor? 

A.     Yes,  I  think  I  do. 

Q.  Now,  your  'first  contact  with  Mr.  Kachlein 
was  in  December,  1945,  wasn't  it? 

A.     Not  relative  to  my  own  case. 

Q.  My  question  was:  Your  first  contact  with  Mr. 
Kachlein  was  in  December,  1946,  when  you  called 
with  reference  to  the  formation  of  a  family  part- 
nership matter? 

A.  I  believe  that  I  took  him  the  account  [4470] 
of  the  Pioneer  Fruit  Company  at  that  time. 

Q.  The  Pioneer  Fruit  Company;  you  were  the 
accountant  for  that  company,  Mr.  Taylor? 

A.    I  was. 

Q.  And  that  company  became  involved  with  the 
tax  authorities  for  the  Federal  Government,  didn't 
it? 

Mr.  LeSourd:  Objected  to,  your  Honor,  as  com- 
pletely irrelevant  to  the  case. 

The  Court:    Objection  sustained. 

Mr.  Griffin :  Tf  the  Court  please,  I  am  going,  if 
I  may,  to  the  acquaintanceship  of  Mr.  Kachlein, 
not  limited  to  this  matter  but  to  two  others  only, 
and   very  briefly   that   they  became   involved   and 
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through  that  Mr.  Kachlein  learned  how  Mr.  Taylor 
was  operating.  That  is  the  purpose — as  a  back- 
ground for  the  statement  that  Mr.  Kachlein  made, 
both  in  defense  of  Mr.  Taylor  and  Mr.  Forster 
said 

The  Court:  (Interposing)  I  might  overrule  the 
objection  if  it  is  limited  to  this  one  question. 

Mr.  Griffin:    Thank  you. 

Q.  (By  Mr.  Griffin  continuing)  :  They  became 
involved  in  tax  liability  with  the  taxing  authorities, 
Federal,  [4471]  didn't  they? 

Mr.  LeSourd:  Your  Honor,  may  it  be  under- 
stood our  objection  continues  to  any  testimony  with 
regard  to  other  concerns'? 

Mr.  Moriarty:  The  Government  joins  in  the  ob- 
jection to  this  line  of  testimony,  that  it  is  not 
proper  cross  examination. 

The  Court:  I  stated  that  the  one  question  may 
be  admissible.  I  will  overrule  the  objection  and  if 
the  matter  continues  Counsel  may  make  objection 
if  they  feel  it  is  objectionable. 

You  may  proceed. 

A.     No,  not  involved.   The  question  was 

Q.     (By  Mr.  Griffin) :     Now,  Mr.  Taylor 

Mr.  LeSourd:    Let  him  explain. 

Mr.  Griffin:  I  have  no  objection  but  was  just 
trying  to  comply  with  the  Court's  ruling.  I  have  no 
objection  at  all. 

The  Court:    You  may  proceed. 

A.     (Continuing)  Not  involved.  It  was  a  question 
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of  a  family  partnership  relationship  because  one  of 

the  partners  had  been  called  into  the  Service. 

Q.  (By  Mr.  Griffin):  That  was  the  matter  re- 
quiring eventually  [4472]  the  services  of  Mr.  Kach- 
lein,  wasn't  it? 

A.     I  took  them  to  Mr.  Kachlein,  yes. 

Q.     And  you  continued  to  be  the  accountant? 

A.    Yes. 

Q.  Then  you  took  Mr.  Kachlein  the  matter  of 
the  business  of  a  certain  doctor  here  in  Seattle  who 
was  also  involved  in  a  family  partnership  that  you 
had  organized,  didn't  you,  Mr.  Taylor? 

Mr.  LeSourd:    Same  objection. 

Mr.  Griffin :  I  will  not  mention  the  name  unless 
necessary. 

The  Court:    Objection  overruled. 

A.  No,  I  did  not  frame  that  family  partnership. 
I  was  merely  their  accountant. 

Q.  (By  Mr.  Griffin) :  And  you  referred  that 
matter  to  Mr.  Kachlein  ?  A.     I  did. 

Q.  And  that  situation  involved  a  period  from 
around  1947  to  1952,  controversy  with  the  taxing 
authorities,  Federal,  didn't  it? 

A.  Yes,  and  I  believe  Mr.  Kachlein  was  paid 
for  his  services. 

Q.  There  was  another  corporation  involved,  in 
dissolution,  in  that  connection,  wasn't  there?  [4473] 

Mr.  LeSourd:    Same  objection,  your  Honor. 

Mr.  Moriarty:  The  Government  also  objects,  if 
your  Honor  please. 

The  Court:     Objection  overruled. 
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A.     I  don't  recollect. 

Q.  (By  Mr.  Griffin) :  Columbia  Packing  Com- 
pany, Mr.  Taylor;  a  partnership  rather  than  a  cor- 
poration, pardon  me? 

A.  Well,  Mr.  Griffin,  I  took  that  accoimt  to  Mr. 
Kachlein,  yes,  with  my  confidence  in  Mr.  Kachlein. 

Q.  Certainly;  so  that  prior  to  your  contacting 
Mr.  Kachlein  in  1948  he  had  had  association  with 
you  in  these  various  matters,  and  your  accounting 
practices,  which  involved  matters  with  the  Govern- 
ment and  you  were  well  acquainted  with  each  other 
in  that  particular,  is  that  correct? 

A.     I  certainly  agree  to  that,  yes. 

Q.  And  it  was  because  you  had  confidence  in 
the  manner  in  which  he  handled  these  other  matters 
that  on  or  about  July  30,  1948,  you  contacted  him 
in  your  own  matter  of  income  tax  evasion,  didn't 
you?  A.     Somewhere  around  that  date,  yes. 

Q.  You  advised  Mr.  Kachlein  at  that  time  that 
the  [4474]  Agents  had  contacted  you  and  you 
needed  help,  didn't  you? 

A.  I  didn't  state  that  I  needed  help.  I  asked 
his  advice. 

Q.  That  is,  you  asked  his  advice  as  to  whether 
you  could  file  an  amended  return,  didn't  you? 

A.  I  had  prepared  an  amended  return  showing 
differences  of  what  I  owed,  yes. 

Q.  You  advised  him  that  your  bank  accounts 
did  not  balance  with  your  books,  didn't  you? 

A.     I  don't  believe  we  had  any  books. 
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Q.    You  didn't  have  any  hooks;  you  had  wl 
called— you  didn't  have  a  ledger,  did  you  '. 

A.     No,  I  did  not. 

Q.  You  had  what  you  called  a  journal,  or  book 
of  entry,  didn't  you'? 

A.     No,  T  had  a  time  book. 

Q.  A  time  book;  your  accounting  system  for 
yourself  was  not  at  all  complicated  was  it,  Mr. 
Taylor? 

A.  Well,  if  T  had  of  kept  it  up  it  wouldn't  have 
been,  I  expect,  but  it  would  have  taken  a  lot  of  time. 

Q.     So,  you  didn't  keep  it  up,  did  you? 

A.     I  am  afraid  I  didn't.  [4475] 

Q.  And  you  advised  Mr.  Kachlein  that  you  just 
guessed  as  to  the  amount  of  your  income,  didn't 
you? 

A.    Well,  to  some  extent  that  is  probably  true. 

Q.  You  advised  him  that  the  bad  situation  was 
this,  did  you  not: 

That  you  had  deposit  slips  for  your  actual  de- 
posits in  the  bank  of  income  received? 

A.     That  is  true. 

Q.  And  that  you  had  checked  the  matter,  upon 
this  call,  and  you  were  about  fifty  thousand  dollars 
slu  rt  in  paying  income  tax,  didn't  you,  of  your 
own? 

A.  When  you  say  fifty  thousand  dollars,  are 
you  referring" — in  how  many  years? 

Q.  In, — in  the  years  of  your  eventual  Indictment 
period. 

A.     1942  through  1948,  it  is  possible  that  my  in- 
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come  was  fifty  thousand  unreported,  I  do  not  re- 
member. 

Q.     I  didn't  say  income  unreported,  Mr.  Taylor. 

A.     That  is  what  I  said. 

Q.     I  said  income  tax  unpaid. 

A.     No,  that  is  not  true. 

Q.  You  advised  him  that  as  you  checked  [4476] 
this  matter  after  the  call  from  the  Revenue  Agents 
that  you  found  you  had  been  returning,  or  with- 
holding, about  forty  per  cent  of  your  income  from 
your  tax  returns  for  each  year,  didn't  you? 

A.     No,  I  made  no  such  statement. 

Q.  Anyway,  Mr.  Kachlein  conferred  with  the 
Agents  investigating  to  see  if  it  would  be  all  right 
for  you  to  file  an  amended  return  and  make  an 
honest  report,  didn't  he? 

A.  That  is  what  he  said  he  was  doing.  I  don't 
know  if  he  did  or  not. 

Q.  And  he  advised  you  that  the  Agents  said  they 
were  going  to  proceed  with  their  investigation  no 
matter  what  you  did  ? 

A.  Mr.  McCarthy  and  Mr.  Marx  came  to  my 
home  where  I  had  taken  my  records  and  they  ex- 
pressed their  desire  to  make  their  own  investiga- 
tion. It  was  nothing.  Mr.  Kachlein  was  there  was 
all. 

Q.  Now,  one  reason  that  you  employed  Mr. 
Kachlein  was  because  you  had  faith  in  his  integrity 
and  admiration  for  his  ability,  wasn't  it? 

A.     That  was  true. 

Q.     And  because  you  knew  from  experience  the 
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standing  that  he  had  with  the  Internal   Bevei 

Service  personnel?  [4477] 

A.  I  just  assumed  that  he  had  a  standing  with 
the  Department  but  nevertheless  in  handling  the 
two  or  three  protests  that  he  filed  I  felt  that  he  did 
a  very  satisfactory  job. 

Q.  Now,  Mr.  Kachlein  sat  with  you  through  the 
period  that  the  Agents  were  investigating  your  re- 
turns, didn't  he? 

A.     He  was  representing  me  at  that  time,  yes. 

Q.  And  then  you  were  advised,  or  the  Agents 
advised  you,  rather,  and  Mr.  Kachlein  that  you 
owed  additional  taxes  of  $34,865.55,  and  penalties 
in  the  amount  of  eighteen  thousand  dollars,  with  a 
fifty  percent — that  would  be  interest — and  a  fifty 
per  cent  fraud  penalty,  didn't  they? 

Mr.  Moriarty:  Objected  to  as  not  proper  cross 
examination. 

The  Court:  I  am  inclined  to  sustain  the  objec- 
tion as  to  the  particular  question. 

Q.  (By  Mr.  Griffin) :  You  were  advised  by  the 
Agents,  you  and  Mr.  Kachlein,  that  they  were — 
that  the  Government  was  claiming  a  substantial  sum 
of  money  due  from  you  unpaid  for  income  taxes 
and  they  deemed  it  fraudulent? 

Mr.  Moriarty:     Same  objection.   [4478] 

The  Court:    Objection  overruled. 

A.  Yes,  there  was  a  substantial  sum  but  that  was 
not  the  final  settlement  sum. 

Q.  (By  Mr.  Griffin):  Yes;  I  understand  that. 
Now,  as  a  matter  of  fact,  you  have  testified  time 
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after  time,  Mr.  Taylor,  as  I  recall,  that  the  figures 
shown  in  the  income  tax  returns  of  all  the  Forster 
interests  represented  precisely  the  figures  in  your 
ledger  kept  by  you?  A.     Yes. 

Q.  And  as  a  matter  of  fact,  Mr.  Taylor,  the 
figures  in  your  personal  income  tax  return  repre- 
sented the  figures  that  you  had  in  this  journal,  or 
time  book,  that  you  kept,  didn't  they? 

A.     No,  they  did  not. 

Q.  Didn't  you  take  the  figures  from  your  jour- 
nal or  time  book  to  your  income  tax  returns? 

A.     Possibly  sometimes.    I  don't  think  they  all 
agreed. 

Q.  You  never  reconciled  your  bank  accounts 
with  your  journal,  did  you? 

Mr.  Moriarty:  Objected  to  as  not  proper  cross 
examination.  He  is  referring  to  matters  that  are 
completely  outside  the  issue  here.  [4479] 

The  Court:    I  will  sustain  the  objection. 

Q.  (By  Mr.  Griffin  continuing)  :  Mr.  Kachlein 
advised  you,  did  he  not,  that  you  were  pretty  sloppy 
in  your  own  bookkeeping  ? 

A.    No,  he  never  did. 

Q.  And  that  you  were  very,  very  careless  in  your 
own  bookkeeping?  A.     No,  he  did  not. 

Q.    Were  you? 

Mr.  Moriarty:  Objected  to  as  not  proper  cross 
examination. 

The  Court:    Objection  sustained. 

Q.  (By  Mr.  Griffin)  :  He  advised  you  to  plead 
guilty,  you  say?  A.    He  certainly  did. 
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Q.  He  advised  you  there  wasn't  any  defense  to 
what  you  had  done? 

A.  He  stated  that  he  thought  because  [  was  an 
accountant,  without  very  much  of  an  analysis  of  my 
ease  that  he  advised  me  to  plead  guilty  on  one 
count. 

Q.     You  were  guilty,  weren't  you*? 

A.  Mr.  Griffin,  I  never  in  my  life  tried  to  cheat 
anybody  at  any  time ;  it  w7as  just  a  careless  situation 
that  developed.  [4480] 

Q.     Careless,  you  say? 

A.     Careless  is  right. 

Q.  Careless  in  returning — in  underestimating 
your  income  to  the  Government,  is  that  right? 

Mr.  Mori  arty:  Objected  to  as  not  proper  cross 
examination. 

The  Court:    Objection  overruled. 

A.  I  had  many  transactions  that  I  was  in  that 
required  many  types  of  entries  and  bank  accounts 
and  it  was  not  out  of  line  that  I  should  get  mixed 
up  in  my  figures.  I  believe  that  the  Agents  testified 
that  I  had  thirteen  bank  accounts  that  were  affected 
— that  affected  my  income. 

Q.     You  had  thirteen  bank  accounts? 

A.  I  believe  that  is  what  they  said.  I  have  for- 
gotten exactly  what  they  were. 

Q.     You  know  that  Mr.  Kachlein,  in  conference 

with  the  Revenue  Agents  and  the  Assistant  United 

States  District  Attorney,  worked  out  a  plan  for  you 

by  which,  if  you  would  plead  guilty  to  one  count, 
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they   would   ask   the   Court   to   dismiss   the    other 

counts  ? 

A.  That  was  the  understanding  when  I  pleaded 
guilty,  yes. 

Q.  And  on  March  2,  1950,  you  went  to  Tacoma 
with  Mr.  Kachlein  and  entered  your  plea  of  [4481] 
guilty,  did  you? 

A.     That  is  correct. 

Q.  And  you  met  with  the  probation  officer  at 
that  time? 

Mr.  Moriarty:  Objected  to  as  not  proper  cross 
examination. 

The  Court:    Objection  overruled. 

A.  Followed  the  regular  procedure  of  sentence 
with  the  probation  officer,  yes. 

Q.  Now,  prior  to  your  going  to  Tacoma  to  enter 
your  plea,  Mr.  Kachlein  had  prepared  for  you  and 
submitted  to  the  Internal  Revenue  Agents,  Mr.  Pat- 
ten in  charge,  a  statement  of  your  position  in  the 
matter  of  the  charges  then  being  made,  didn't  he  ? 

A.     I  don't  know  that  I  know  what  he  filed. 

Q.  You  told  Mr.  Kachlein  that  you  had  the 
financial  burdens  of  your  clients  on  your  shoulders 
to  such  an  extent  that  you  neglected  your  own  busi- 
ness, didn't  you? 

A.  That  is  a  very  true  statement.  I  had  a  large 
business  and  worked  many  hours  every  day. 

Q.  Mr.  Taylor,  did  you  or  did  you  not  read  the 
memorandum  which  was  supplied  the  Government 
in  your  behalf  in  your  defense  by  Mr.  Kachlein? 

A.     I  do  not  remember  of  seeing  it.  I  probably 
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[4482]  did  but  I  don't  recollect  the  contents.  Let's 

put  it  that  way. 

Q.  Now,  at  the  time  your  investigation  first 
began  inquiries  were  made  by  the  Agents  at  Issa- 
quah  seeking  data,  books  and  records,  upon  you, 
weren't  they? 

A.  The  Agents  circularized  all  my  accounts  and 
obtained  the  income  that  they  had  paid  me,  if  that 
will  clear  it. 

Q.  Mr.  Forster  asked  you  what  the  Agents  were 
doing  in  calling  Mr.  Erickson  for  information, 
didn't  ho?  A.     That  I  do  not  remember. 

Q.  When  this  investigation  of  your  personal  tax 
began,  Mr.  Taylor,  and  the  Agents  requested  infor- 
mation from  Issaquah  Creamery,  or  the  Forster 
interests,  you  have  no  recollection  of  talking  to  Mr. 
Forster  about  it  at  all? 

A.  You  didn't  ask  me  that,  but  I  believe  that 
Mr.  Forster — this  was  in,  sometime  in  1949  that 
this  circularization  started. 

Q.    Yes. 

A.  And  I  think  that  Mr.  Forster  asked  me  and 
I  said,  "It  is  a  routine  thing.  I  don't  know  what  the 
results  will  be,  so  that  you  must  comply  with  [4483] 
their  request." 

Q.  You  told  him  you  weren't  worried  about  it, 
didn't  you? 

A.  I  don't  remember  whether  I  told  him  that  or 
not.  It  would  naturally  be  the  thing  to  say,  wouldn't 
it,  if  I  did? 
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Q.  And  he  asked  you  if  there  was  anything 
wrong  with  his  books,  didn't  he? 

A.     That  is  right. 

Q.     What  did  you  tell  him? 

A.  I  told  him  I  knew  of  nothing  wrong  with 
his  books. 

Q.  And  then  with  reference — you  had  no  fur- 
ther conversation,  or  any  questions  asked  by  Mr. 
Forster,  were  there,  in  regard  to  your  own  income 
tax  matter  until  after  the  newspapers  published  the 
matter  of  your  plea  of  guilty  in  Tacoma  on  March 
2,  1950?  A.     That  is  right. 

Q.     Then  next  when  did  you  see  Mr.  Forster? 

A.     Probably  at  the  end  of  that  month. 

Q.     Not  until  the  end  of  March? 

A.  Possibly.  Maybe  we  went  to  Finstad  and  Ut- 
gard  before  that.  I  am  not  sure. 

Q.  And  you  went  to  Finstad  and  Utgard  in 
[4484]  January,  did  you  not,  1950? 

A.     Yes,  but  this  was  March. 

Q.     I  understand  and  in  February,  1950? 

A.     Yes,  so  far  as  I  remember. 

Q.  Now,  was  there  any  conversation  on  those 
two  occasions,  January  or  February,  when  you 
went  to  Finstad  and  Utgard  with  Mr.  Forster? 

A.     I  do  not  remember. 

Q.  Now,  you  did  go  to  Finstad  and  Utgard  with 
Mr.  Forster  sometime  in  March  and  after  you  had 
entered  your  plea  of  guilty,  didn't  you? 

A.     Yes. 

Q.     Did  I  understand  you  to  say  that  some  con- 
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Jroversy  arose  between  you  and  Mr.  Forster  on  tbul 

occasion?  A.    I  don't  remember  of  it. 

Q.  You  used  the  term,  I  think,  "had  words."  I 
wasn't  sure  whether  you  meant  an  argument  or  you 
were  just  talking  about  conversation. 

A.    I  don't  remember  of  any  words. 

Q.  All  right;  you  did  discuss,  however,  on  that 
occasion  the  fact  that  you  had  pled  guilty  and 
doubtless  would  not  be  able  to  continue  the  work 
that  you  had  been  doing  for  the  Forster  enterprises, 
didn't  you  ?  [4485] 

A.  Yes,  I  think  we  discussed  whether  we  would 
but  one  of  the  boys  in  the  office  on  the  job  or  not. 

Q.  And  the  matter  for  determination  was  left  by 
Mr.  Forster  to  you,  wasn't  itf 

A.  Mr.  Forster  said  that  Erick  could  take  care 
of  it, 

Q.    What  did  you  say? 

A.     I  said,  "All  right,  it  is  O.K.  by  me." 

Q.     You  thought  he  could,  didn't  you? 

A.     Yes. 

Q.    You  thought  he  was  capable?  A.    Yes. 

Q.     And  honest?  A.     As  far  as  I  know. 

Q.     And  the  matter  was  left  just  that  way,  was  it? 

A.  Well,  we  proceeded  to  turn  the  ledger  over 
to  Mr.  Erickson  on  each  of  the  jobs. 

Q.  Your  last  trip  to  Finstad  and  Utgard  was 
in  April,  was  it  not? 

A.     April  21st,  yes. 

Q.  April  21st;  your  purpose  was  to  go  up  for — 
did  you  take  the  ledger  up  with  you? 
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A.     The  ledger  and  Mr.  Erickson  went  along. 

Q.  That  was  the  first  time  Mr.  Erickson  [4486] 
had  gone  along,  was  it? 

A.     He  had  gone  along  to  the  other  places. 

Q.     I  mean  to  Finstad  and  Utgard? 

A.    Yes,  that  is  right. 

Q.  And  you  took  the  Finstad  and  Utgard  ledger 
with  you,  did  you?  A.    Yes. 

Q.     From  your  office?  A.     Yes. 

Q.  And  you  came  back;  and  when  you  say  that 
you  went,  you  and  Mr.  Forster  and  Mr.  Erickson 
were  in  the  automobile  together  with  Mr.  Forster 
driving;  is  that  right? 

A.     That  is  right. 

Q.  Did  you  give  Mr.  Erickson  any  instructions 
what  to  do? 

A.  He  watched  me  do  the  work  and  followed 
through  on  it.  I  gave  him  whatever  was  necessary, 
I  thought,  to  continue  with  the  ledger. 

Q.  And  what  did  you  do  with  the  ledger  when 
you  came  back  to  Seattle? 

A.  As  far  as  I  know  he  took  it  on  to  Issaquah, 
as  I  remember. 

Q.     That  would  be  April  21,  1950? 

A.     That  is  right.   [4487] 

Q.  That  was  the  first  time  that  Finstad  and 
Utgard  ledger  had  been  at  Issaquah,  as  far  as  you 
know,  wasn't  it? 

A.     I  believe  that  is  correct,  yes. 

Q.  Now,  following  March  2nd  when  you  entered 
your  plea  of  guilty  down  through  March,  down  to 
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the  end  of  March,  near  the  end,  there  had  been     o 

intimation  of  any  kind,  so  far  as  you  know,  about 
any  tax  Investigation  of  Mr.  Forster  or  his  inter- 
ests, were  there? 

A.     None  that  I  had  heard  of. 

Q.  Who  introduced  Mr.  Forster  to  Mr.  Kach- 
lein  ? 

A.  It  is  possible  that  Mr.  Forster  went  with 
me  to  Mr.  Kachlein's  office  and  met  him  there. 

Q.  I  am  not  talking  about  possibilities.  You 
took  Mr.  Forster  to  Mr.  Kachlein,  didn't  you,  Mr. 
Taylor?  A.     It  is  possible. 

Q.     Well,  did  you? 

A.  I  believe  I  introduced  Mr.  Forster  to  Mr. 
Kachlein,  yes. 

Q.     When  was  that,  Mr.  Taylor? 

A.  If  my  recollection  is  right  it  was  sometime 
in  September,  1949?   [4488] 

Q.  In  connection  with  what  matter  was  it,  Mr. 
Taylor?  A.     With  Finstad  and  Utgard. 

Q.  Well,  I  will  ask  you  if  that  was  not,  and  the 
first  time  that  that  matter  arose  was  not,  the  latter 
part  of  March,  1950? 

A.  My  recollection  is  that  I  delivered  the  minute 
book  to  Mr.  Kachlein  in  September,  1949.  That  is 
my  recollection  of  it. 

Q.  I  am  not  asking  you  about  the  delivery  of 
the  minute  book.  I  am  asking  you  whether  the  first 
time  that  you  introduced  Mr.  Forster  to  Mr.  Kach- 
lein was  not  on  March  30,  1950? 

A.     That  is  not  so. 


2196  Hans  Forster  vs. 

(Testimony  of  L.  Hicks  Taylor.) 

Q.     Can  yon  state  anything  in  your 

A.  (Interposing)  I  remember  things  that  clear 
my  mind  as  to  when  Mr.  Forster — Mr.  Forster  in- 
formed me  that  Mr.  Strack  had  taken  his  applica- 
tion in  to  the  Rainier  Club  and  that  Mr.  Kachlein 
was  going  to  assist  him  in  having  his  application 
accepted. 

Q.     All  right;  when  was  that? 

A.     That  was  in  January  or  February,  1950. 

Q.  January  or  February,  1950,  Mr.  Kachlein, 
did  you  know,  was  upon  the  membership  committee 
of  the  Rainier  Club  at  that  time?  [4489] 

A.  That  I  wasn't  sure  of.  I  knew  he  was  a  mem- 
ber because  I  had  met  Mm  over  there. 

Q.  Now,  was  that  the  only  thing  that  you  have  to 
fix  a  date  prior  to  March  30,  1950,  of  your  intro- 
duction ? 

A.  Except  that  I  delivered  the  minute  book  of 
Finstad  and  Utgard  to  Mr.  Kachlein  and  I  know  it 
was  after  they  met,  in  September. 

Q.  And  you  delivered  the  minute  book  after  they 
met?  A.     That  was  in  September. 

Q.  You  delivered  the  minute  book  after  they 
met  because  the  Finstad  and  Utgard  matter  was 
under  discussion? 

A.  Mr.  Forster  thought,  from  my  recommenda- 
tions, that  Mr.  Kachlein  would  make  a  good  attor- 
ney and  he  thought  that  accoimt  would  be  one  that 
he  could  turn  over  to  Mr.  Kachlein,  and  that  was 
the  reason. 

Q.     But  the  matter  at  issue  in  the  Finstad  and 
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Utgard  matter  was  the  obtaining  of  the  slock  From 

out  of  escrow,  the  contracts  having  been  fulfilled, 

wasn't  it? 

A.  There  was  ao  issue  at  stake  in  any  way  when 
that  minute  book  was  delivered  to  Mr.  Kachlein. 

Q.  Mr.  Kachlein's  first  employment  was  to 
[4490]  close  up  the  Finstad  and  Utgard  transaction 
by  getting  the  stock  out  of  escrow  and  to  Mr. 
Forster? 

A.  That  may  have  been  Mr.  Forster's.  I  did 
not  take  part  in  that  in  any  way. 

Q.  That  was  the  purpose  of  that  meeting  that 
you 

A.    (Interposing)     No,  it  was  not. 

Q.    (Continuing)     that  you  introduced  W   . 

Forster  to  Mr.  Kachlein? 

Well,  why  did  you  deliver  to  Mr.  Kachlein  the 
minute  book  of  Finstad  and  Utgard? 

A.  Just  because  Mr.  Forster  wanted  to  hire  Mr. 
Kachlein  on  one  of  his  accounts. 

Q.     Just  on  one  of  his  accounts? 

A.     That  is  right. 

Q.  All  right;  now,  did  you  keep  any  notes,  rec- 
ords, diary,  or  memorandum  with  reference  to  any 
of  Mr.  Forster's  matters? 

A.     It  is  possible. 

Q.  All  right;  do  you  have  one  upon  the  time 
that  you  introduced  him  to  George  Kachlein  I 

A.     No,  I  am  quoting  from  remembrance  only. 

Mr.  Moriarty:  If  your  Honor  please,  I  think 
there  should  be  some  limit  on  this  cross  examina- 
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tion.  It  is  an  entirely  collateral  matter.  [4491] 

The  Court:  Well,  there  should  be  some  limita- 
tion. I  don't  know  if  we  have  reached  it  yet. 

Q.  (By  Mr.  Griffin) :  Now,  Mr.  Taylor,  having 
entered  your  plea  of  guilty  and  before  your  sen- 
tence even,  the  matter  of  your  civil  liability  came 
up  between  you  and  the  Agents  and  with  Mr.  Kach- 
lein,  did  it  not? 

Mr.  Moriarty:  Objected  to  as  not  proper  cross 
examination. 

The  Court:    Objection  overruled. 

A.  That  is  the  natural  process  of  all  of  these 
cases. 

Q.    (By  Mr.  Griffin):    And  that  occurred? 

A.     Yes. 

Q.  And  that  is  the  matter  that  Mr.  Kachlein  filed 
the  protest,  or  appeal — whatever  you  may  call  them 
— on  the  civil  side  for  you? 

A.    He  filed  the  protest,  yes. 

Q.  And  to  do  that  he  had  to  have  what  is  called 
in  the  Department  a  special  power  of  attorney  for 
that  purpose?  A.     That  he  had. 

Q.  So  that  he  had  that  special  power  of  attorney 
from  you  to  represent  you  in  the  matter  of  [4492] 
your  income  taxes  due  and  unpaid? 

A.     He  had  that. 

Q.     You  and  your  wife's? 

A.  He  had  that  power  of  attorney  until  October 
27,  1950. 

Q.  Yes,  sir;  and  on  April  4th,  on  or  about  April 
4,  1950,  you  received  a  notice  from  the  State  Board 
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of  Accountancy  that  your  license  had   been 

ponded  by  the  State  of  Washington,  didn't  you? 

A.    Mr.  Kachlein  may  have  received  it;  I  didn't 

Q.     Well,  thai  is  a  fact,  isn't  it? 

A.     That  I  don't  remember. 

Q.    You  don't  remember? 

A.  It  would  be  the  natural  process,  so  that  we 
might  as  well  say  it  happened. 

Q.     Well,  yon  were  suspended,  were  you  not? 

A.     I  agreed  to  be  suspended  with  the  Board. 

Q.  And  Mr.  Kachlein  worked  out  with  the  Board 
an  understanding  in  your  behalf,  did  he  not? 

A.     I  don't  know  what  Mr. 

Q.  Now  just  a  moment  until  I  complete  the 
question  to  see  if  you  do. 

An  understanding,  did  he  not,  that  the  Board 
wonld  take  no  action  for  disbarment  while  you 
[4493]  were  incarcerated  in  the  Penitentiary  but 
would  give  you  a  hearing  where  you  could  appear 
personally  after  you  got  out? 

You  know  that,  don't  yon? 

A.  Mr.  Kachlein  may  have  done  that,  but  in 
1950  I  received  my  license  again  and  paid  for  it 
and  appeared  before  the  Board  and  asked  them 
what  their  decision  was  and  they  felt  that  I  should 
surrender  that  until  further  application  and  I  sur- 
render my  license  to  the  Board  in  1950,  after  I  re- 
turned from  the  Island. 

Q.     But  T  am  dealing  with  Mr.  Kachlein. 

A.  I  didn't  say  he  didn't  do  something ;  he  prob- 
ably did. 
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Q.  Now,  in  the  meantime,  or  at  about  the  same 
time,  your  brother  Jack  Taylor  suggested  or  wanted 
to  begin  the  circulation  of  a  petition  to  help  you 
from  disbarment,  didn't  he? 

Mr.  Moriarty:  Objected  to  as  irrelevant;  not 
proper  cross  examination. 

The  Court:    Is  this  covered? 

Mr.  Griffin:  That  is  the  very  thing  they  went  into. 

Mr.  LeSourd:  I  tried  to  and  your  Honor  ex- 
cluded the  letters  until  later  on.  [4494] 

The  Court:    I  will  sustain  objection  at  this  time. 

Mr.  Griffin:     Sir? 

The  Court:  This  matter  may  be  gone  into  on 
further  direct  examination? 

Mr.  LeSourd:  It  is  going  to  be  gone  into,  yes, 
sir,  and  I  have  no  objection  to  Counsel's  asking 
this  witness  about  it. 

The  Court:    You  have  no  objection? 

Mr.  LeSourd:    No,  I  have  no  objection. 

The  Court:  All  right,  you  may  proceed.  The 
Court  will  overrule  the  Government's  objection. 

Q.  (By  Mr.  Griffin  continuing)  :  Do  you  have 
the  question  in  mind,  Mr.  Taylor  ? 

A.     Yes. 

The  Court:    Do  you  have  it  in  mind? 

The  Witness:    Yes. 

Q.  (By  Mr.  Griffin)  :  Your  brother  was  prepar- 
ing to,  or  commenced,  I  don't  know  which,  the  cir- 
culation of  a  petition  to — the  effect  of  which  would 
be  to  try  to  keep  you  your  license,  wasn't  it? 

A.    Yes. 
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Q.    Mr.   Kachlein    objected    to   that,   didn'l 
[4495]  the  circulation  of  thai  petition*? 

A.    Mr.  Kachlcin,  yes,  lie  requested 

Q.  He  felt  that  that  would  Ik;  in  violation  with 
the  agreement  he  had  made  with  the  Depart  incut 
for  you  that  no  action  would  be  taken  so  that  you 
could  have  a  hearing  and  testify  personally  when 
you  got  out? 

Mr.  LeSourd:  I  will  object  to  asking  the  witness 
to  state  Mr.  Kachlein's  feeling. 

Q.  (By  Mr.  Griffin) :  That  is  what  Mr.  Kachlein 
advised  you,  wasn't  it?  A.     No,  he  did  not. 

Q.  Did  he  tell  you  why  he  did  not  want  that 
petition?  A.     I  was  informated 

Q.  (Interposing):  By  Mr.  Kachlein?  I  am  not 
asking  about  what  you  were  informed  by  anybody 
else. 

What  did  Mr.  Kachlein  inform  you  in  that  par- 
ticular? 

A.  I  heard  from  Mr.  Kachlein — from  the  24th 
of  April  until  the  13th  of  September,  except  for 
papers  sent  over  and  in  a  very  simple  matter,  I 
never  had  words  with  Mr.  Kachlein.  [4496] 

Q.  Now,  again,  the  date  of  your  sentence  was 
April  25,  1950,  wasn't  it? 

A.     Right  on  the  minute. 

Q.  Before  sentence  on  that  date  and  on  April 
18th  Mr.  Kachlein  conferred  with  you  for  approxi- 
mately one  hour  over  what  statement  should  be 
made  to  the  Court  in  seeking  leniency  and  assisting 
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or  advising  the  Court  in  the  matter  of  sentence  or 

argument  against  it,  did  he  not? 

A.  I  do  not  have  too  clear  a  recollection  of  it  but 
I  presume  it  happened. 

Q.  And  I  think  you  said  that  Mr.  Kachlein  pre- 
pared a  will  for  you  before  you  went  over? 

A.     That  was  before  I  went  away,  yes. 

Q.     And  a  codicil  after  you  were  over  there? 

A.     Yes. 

Q.  And  the  day  preceding  the  sentence  Mr. 
Kachlein  conferred  with  you  again,  did  he  not? 

A.  Yes.  I  think  he  told  me  to  be  ready  in  the 
morning  and  to  have  ten  dollars  in  my  pocket  the 
next  morning  to  go  to  Tacoma. 

Q.  He  advised  you  that  upon  the  entry  of  your 
plea  you  would  not  be  coming  back  to  Seattle  but 
would  go  directly  to  McNeil? 

A.     He  didn't  so  advise  me.  [4497] 

Q.     What  was  the  $10.00  for? 

A.  You  usually  like  to  have  that  when  you  are 
over  there. 

Q.  As  of  April  25,  1950,  the  date  of  your  sen- 
tence, up  to  that  time  had  any  Government  Agents 
to  your  knowledge  made  any  call  upon  Mr.  Forster  ? 

A.  Mr.  Forster  had  a  note,  or  on  a  card,  writ- 
ten on  the  21st  of  April  that  Mr.  Marx  had  called 
him  and  wTanted  a  financial  statement. 

Q.     On  April  21st?  A.     That  is  right. 

Q.     That  is  the  day  you  went  to  Conway,  isn't  it? 

A.     That  is  correct. 

Q.     Well,  then,  you  did  discuss,  did  you  not,  with 
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Mr.   Forster  the  matter  of  his  hooks  and   records 

on  that  Conway  trip?  A.     Yes. 

Q.  And  Mr.  Forster  again  asked  you  if  his  rec- 
ords were  in  order,  didn't  he? 

A.  And  1  said  they  were  and  that  he  had  to 
make  a  financial  statement  and  I  suggested  two  or 
three  accountants,  among  them  Mr.  Alkire,  and  to 
take  the  statement  thai  I  had  prepared  for  the  bonk 
for  some  time  in  April  and  to  give  this  with  his 
[4498]  personal  assets  and  submit  this  statement 
to  Mr.  Marx. 

Q.  And  on  this  trip  to  Tacoma  with  Mr.  Kach- 
lein  you  discussed  with  him  the  fact  of  the  then 
pending  Forster  investigation,  didn't  you? 

A.     In  what  way? 

Q.     1  asked  you  if  you  discussed  it  with  him? 

A.  I  have  no  distinct  recollection  of  the  dis- 
cussion. 

Q.  You  discussed  with  Mr.  Kachlein  the  advis- 
ability of  employing  accountants  for  Mr.  Forster, 
didn't  you,  on  that  trip? 

A.     On  our  way  to  Tacoma? 

Q.    Yes. 

A.  The  day  I  was  sentenced  I  mentioned  the  same 
thing  to  Mr.  Kachlein — to  take  the  financial  state- 
ment that  I  had  prepared  for  the  Peoples  Bank 
and  to  get  Mr.  Forster's  personal  assets  included 
with  that  and  submit  it  to  Mr.  Marx.  I  also  sug- 
gested to  Mr.  Kachlein  that  I  thought  Mr.  Marx 
might  wait,  and  wait  until  I  came  out  as  he  had 
practically  guaranteed  I  would  get  five  to   seven 
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months,  and  he  informed  me  that  Mr.  Marx  would 

not  work  with  me. 

Q.  You  had  no  objection  to  working  with  Mr. 
[4499]  Marx,  did  you?  A.     I  had  none,  no. 

Q.  On  this  trip  to  Conway,  April  21,  1950,  you 
advised  Mr.  Forster  that  you  were  carrying  a  gun 
and  were  going  to  get  Mr.  Marx,  didn't  you  ? 

A.     That  is  an  absolute  false  statement. 

Q.  This  is  the  trip  in  which  both  Mr.  Erickson 
and 

A.  (Interposing)  And  I  am  saying  that  is  an 
absolute  false  statement. 

Q.     You  and  Mr.  Marx  were  friendly,  were  you? 

A.     We  were  never  enemies  in  any  way. 

Q.  Now,  on  this  trip  to  Tacoma  with  Mr.  Kach- 
lein,  Mr.  Kachlein  suggested,  did  he  not,  that  he 
thought  it  would  be  necessary  to  get  an  accountant 
for  Mr.  Forster,  as  I  understand  you  say,  because 
he  said  Marx  wouldn't  wait  and  wouldn't  work  with 
you?  A.    That  is  correct. 

Q.  And  who  made  the  recommendation  as  to 
names  of  accountants? 

A.  I  did  some  recommending.  I  recommended 
Mr.  Alkire,  the  principal  reason  being  that  he  had 
been  with  the  Department  and  would  be  familiar 
with  what  Mr.  Marx  wanted  and  I  thought  that 
would  [4500]  be  a  good  place  and  we  talked  over 
others.  I  don't  remember  who. 

Q.  Do  you  remember  you  talked  over  Haskin 
and  Sells,  and  Price  Waterhouse? 

A  .     It  is  possible. 
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Q.  Mr.  Alkire  was  a  member  of  the  firm  of 
Touche,  Niven,   Bailey  and  Smart,  was  he  not  '. 

A.     That  is  right. 

Q.     And  that  is  the  firm  that  was  employed? 

A.    Mr.  Kachlein  I  believe  hired  them. 

Q.  Yes,  sir;  on  this  trip  to  Tacoma  yon  told 
Mr.  Kachlein  yon  had  taken  all  the  books  and  rec- 
ords, all  the  working  papers,  of  the  various  Forster 
enterprises  and  left  them  out  at  Iassaquah,  didn't 
yon  ?  A.    Yes. 

Q.  You  told  him  that  some  of  the  minute  books 
might  still  be  in  Mr.  Jones'  office,  or  Mr.  Grill's 
Office?  A.     I  do  not  recollect  that. 

Q.  On  what  date  did  you  take  these  books  and 
records  out  to  Issaquah? 

A.  To  the  best  of  my  recollection  all  the  books 
and  records  and  files  were  taken,  with  the  exception 
of  Finstad  and  Utgard  current  books,  on  the  [4501] 
11th  of  April,  if  I  remember  correctly. 

Q.  Have  you  any  way — any  data  or  anything  to 
refresh  your  recollection  as  to  when  you  took  them 
out  ?  A.     No,  nothing  definite. 

Q.  And  you  took  them  out  because  you  knew 
that  you  wouldn't  be  able  to  carry  on  your — the 
work  you  had  been  doing,  didn't  you? 

A.  Not  necessarily.  There  was  no  intimation  but 
what  I  would  continue  on  when  I  returned. 

Q.  Well,  I  am  speaking  of  while  you  were  away, 
sir. 

A.  That  is  right,  and  I  placed  them  there  in 
such  a  shape  that  anyone  with  any  degree  of  knowl- 
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edge   could   have   gone   into   those   files   and  taken 

them  out  and  followed  them  through  very  nicely. 

Q.  And  you  placed  them  there  so  that  anyone 
could  have  access  to  them  to  obtain  necessary  in- 
formation, including  the  Revenue  Agents,  didn't 
you? 

A.  I  informed  Mr.  Forster  that  I  thought  it 
would  be  very  wise  to  get  in  touch  with  me  before 
anybody  went  through  them,  but  they  were  in  shape. 

Q.  Why  would  it  be  wise,  why  did  you  inform 
him  it  would  be  wise,  to  get  in  touch  with  you  be- 
fore anybody  went  through  them?  [4502] 

A.  Because  I  could  outline  to  him  what  would 
apply  to  each  particular  enterprise  there. 

Q.  You  left  the  books  and  records  there,  how- 
ever, and  one  of  your  reasons  was  so  that  the 
Revenue  Agents  would  have  access  to  them. 

A.  That  was  possibly  part  of  it  and  part  of  it 
that  Mr.  Forster  did  not  want  his  files  where  some- 
body else  could  be  pawing  through  them  and  in  a 
discussion  we  thought  it  was  smart  to  move  them 
all  down  there. 

Q.  So  you  had  a  discussion  with  Mr.  Forster 
as  to  moving  them? 

A.     Sure  I  did,  I  discussed  with  him. 

Q.     When  did  you  do  that? 

A.     Well,  it  could  have  been  two  or  three  times. 

Q.    When  was  it,  if  ever? 

A.  Between  the  first  day  of  January  and  the 
25th  day  of  April.  It  could  have  been  four  or  five 
times  in  that  period. 
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Mr.  Griffin:    It  is  recess  time,  if  the  Court  plea 
The  Court:     Ladies  and  Gentlemen  of  the  .Jury: 
We  will  now  take  the  mid-day  recess.  The  |  1503] 

Court  calls  your  attention  to  the  admonition  given 
you  on  similar  occasions  and  asks  that  you  heed  it 
on  this  occasion. 

You  may  now  be  excused  until  1:45. 

(Whereupon,  the  Jury  retired  from  the  court 
room.) 

(Whereupon,  at  12:16  o'clock,  p.m.,  April  22, 
1954,  a  recess  was  had  until  1.45  o'clock  p.m., 
at  which  time,  Counsel  and  Defendants  hereto- 
fore noted  being  present,  the  following  proceed- 
ings were  had,  to-wit:) 
The  Court:    You  may  call  the  Jury. 

(Whereupon,  the  Jury  was  returned  to  the 
court  room.) 
The  Court:    You  may  be  seated. 
It  is  stipulated  that  the  Jury  and  all  Defendants 
are  present  in  the  court  room? 
Mr.  Griffin:    Yes,  your  Honor. 
Mr.  Moriarty:    Yes,  your  Honor. 
The  Court:    You  may  proceed,  Mr.  Griffin. 
Q.     (By  Mr.  Griffin) :    Mr.  Taylor,  on  April  25, 
1950,  at  the  time  that  you  were  sentenced  in  Tacoma 
you  made  a  statement  to  the  Court  in  open  court, 
didn't  you?  [4504] 
A.     That  is  my  recollection  that  I  did,  yes. 
O.     You  said  this,  did  you  not: 
"I  was  too  much  interested  in  clients'  affairs  to 
really  think  of  my  own  welfare." 
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A.    I  believe  that  is  true. 

Q.     And  that  was  true,  wasn't  it?  A.     Yes. 

Q.  And  among  those  clients  were  Mr.  Forster 
and  his  interests,  weren't  there?  A.    Yes. 

Q.     And  you  said: 

"I  was  very  negligent  in  keeping  my  own  rec- 
ords." 

That  was  true,  wasn't  if?  A.     Yes. 

Q.  Now,  you  stated,  I  believe,  that  Mr.  Kach- 
lein,  while  you  were  at  McNeil  Island,  prepared  a 
protest  or  appeal  to  the  Internal  Revenue  Service, 
proper  department,  I  think  you  said  in  a  lacka- 
daisical manner.   Is  that  the  term  you  used? 

A.     It  was  not  a  very  complete  protest,  no. 

Q.  It  was  what  is  known  in  the  practice  as  a 
skeleton  protest,  was  it  not? 

A.     Well,  extremely  so,  yes. 

Q.    You  were,  of  course,  not  in  Seattle?  [4505] 

A.    No. 

Q.  And  you  couldn't  prepare  it  and  you  didn't 
have  access  to  your  own  records  to  prepare  it,  did 
you?  A.     No. 

Q.  You  didn't  have  any  of  your  own  records 
upon  which  Mr.  Kachlein  could  rely  in  preparing 
it,  did  you? 

A.  I  had  prepared  a  proposed  amended  tax  re- 
turn for  all  the  years  involved  and  they  were  avail- 
able. 

Q.     Yes,  but  I  said  from  your  own  records. 

A.  I  am  speaking  of  my  own  records.  They 
were  prepared  from  my  own  records. 
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Q.  And  eliminating  these  amended  tax  returns 
that  you  wanted  to  file,  but  from  the  records  that 
you  kept,  Mr.  Kachlein  had  nothing  upon  which 
lie  could  rely,  did  he  I 

A.  The  amended  tax  returns  were  taken  from 
records  that  I  had  assembled  after  this  started  and 
they  were  very  much  in  line  with  my  final  settle- 
ment that  I  made  when  I  returned. 

Q.  I  said,  eliminating  these  amended  tax  returns 
which  were  not  filed  and  prepared  by  you,  Mr. 
Kachlein — you  had  no  records,  original  [4506]  rec- 
ords, upon  which  Mr.  Kachlein  could  rely  in  making 
a  formal  protest,  did  you? 

A.  I  had  complete  work  sheets  for  the  various 
years  showing  my  income  which  we  used  in  the  final 
settlement  in  what  I  am  trying  to  tell  you;  that 
those  were  prepared  at  that  time. 

Q.  Mr.  Kachlein  arranged  with  the  Internal 
Revenue  Department,  as  you  knew,  to  file  a  skele- 
ton return  to  protect  the  record  until  you  could  be 
but  and  confer  with  him  and  go  over  these  records, 
didn't  he? 

A.     Yes,  I  will  give  him  credit  for  that,  yes. 

Q.  So  that  when  you  referred  to  the  kind  of 
return  that  was  filed,  it  was  a  return  filed  with 
your  knowledge  that  the  arrangements  made  with 
the  Department  were  for  your  protection  until  yon 
could  get  out,  wasn't  it? 

A.  I  do  not  believe  in  this  type  of  a  case  that 
it  is  necessary  to  file  a  protest  when  you  are  serv- 
ing time.    A  protest  can  be  filed  after  you  return. 
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Q.  I  understand  then  that  you  did  not  think  it 
was  necessary  to  file  a  protest? 

A.     I  don't  believe  it  is  obligatory. 

Q.  Then  in — when  did  you  return  to  Seattle 
from  McNeil  Island?  [4507] 

A.     On  the  10th  day  of  September,  1950. 

Q.  You  had  planned  upon  returning  or  being 
released,  rather,  to  take  a  vacation,  a  short  vacation, 
hadn't  you? 

A.     That  was  the  plan  we  contemplated,  yes. 

Q.    You  and  Mrs.  Taylor?  A.    Yes. 

Q.  Now,  you  were  interviewed,  as  I  understand, 
by  Mr.  Eppler  and  also  Mr.  Marx,  just  prior  to 
your  release?  A.     On  September  6,  yes. 

Q.  September  6th;  there  was  no  intimation  at 
that  time  by  either  Mr.  Marx  or  Mr.  Eppler  that 
you  were  personally  involved  in  Mr.  Forster's  in- 
come tax  matter,  was  there? 

A.  To  the  best  of  my  recollection  they  didn't 
make  any  threats,  of  any  kind  that  I  was  involved. 

Q.  I  am  not  speaking  of  threats.  There  was  no 
suggestion  that  you  were  involved,  was  there? 

A.  I  really  do  not  remember  that  they  made  any 
statement  of  that  kind. 

Q.  Now,  at  the  time  that  you  left  Tacoma  for 
McNeil  Island  there  had  been  no  audit  started  of 
the  books  of  the  Forster  enterprises,  had  there? 

A.     Not  that  I  know  of.  [4508] 

Q.  During  the  time  that  you  were  at  McNeil 
Island  this  firm  that  you  recommended  audited  at 
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least  in  part  these  books  and  records  of  the  Forster 

enterprises,  didn't  they? 

A.  Well,  the  statements  will  show  in  the  record 
here  that  they  did. 

Q.  And  they  wrote  you  a  letter  to  be  received 
by  you  upon  your  release  suggesting  that  you  come 
in  and  confer  with  them  as  to  their  report,  didn't 
they? 

A.  They  as  a  firm  wrote  to  me  but  Mr.  Forster 
had  no  connection  with  that  letter. 

Q.    You  ignored  their  request,  didn't  you? 

A.  I  ignored  it  on  the  strength  of  Mr.  Kach- 
lein's  telling  me  not  to  confer  with  the  Revenue 
Agents. 

Q.  Touche,  Niven  firm  were  not  Revenue  Agents, 
were  they? 

A.  No,  and  I  wasn't  working  and  had  no  con- 
nection with  Touche,  Niven. 

Q.  So  it  was  just  at  about  the  time  that  you  were 
released  from  McNeil  Island  that  the  preliminary 
audit  of  this  firm  was  ready  for  delivery  to  who- 
ever was  entitled  thereto,  was  it? 

A.     I  don't  know.  [4509] 

Q.  You  contacted  Mr.  Kachlein  after  your  re- 
lease on  Wednesday,  September  13th,  did  you  not, 
in  1950?  A.     Yes. 

Q.  You  were  then  planning  to  go  on  your  vaca- 
tion that  you  had  planned  on? 

A.     Yes,  we  were  urged  very  much  to  get  away. 

Q.  Mr.  Kachlein  told  you  that  he  thought  in  the 
frame  of  mind  that  you  were  in  and  what  you  had 
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gone  through  it  would  be  advisable  for  you  to  take 

that  vacation  and  rest,  didn't  he? 

A.  And  urged  me  to  get  out  of  town  as  quickly 
as  possible. 

Q.     Urged 

Mr.  LeSourd:    Let  him  answer. 

A.  (Continuing)  Urged  me  to  get  out  of  town 
as  quick  as  possible. 

O.  (By  Mr.  Griffin) :  He  said  to  you  to  get  out 
of  town  as  quickly  as  possible? 

A.     That  is  right. 

Q.  He  told  you  that  when  you  got  back  he  would 
want  to  go  into  the  matter  with  you  in  some  detail, 
didn't  he?  [4510] 

A.     No,  I  have  no  remembrance  of  it. 

Q.  He  told  you  that  undoubtedly  your  assistance 
would  be  required  in  the  necessary  explanations  of 
your  method  of  handling  the  Forster  affairs,  didn't 
he?  A.     He  made  no  such  statement  to  me. 

Q.  That  in  the  situation  as  disclosed  by  the  in- 
vestigation Mr.  Forster  was  in  serious  tax  trouble ; 
he  told  you  that,  didn't  he  ?  A.     He  did  not. 

Q.  And  he  told  you  that  Mr.  Forster  would  need 
your  help?  A.    He  did  not. 

Q.  And  you  said  to  him,  "Well,"  in  substance, 
"then  he  will  have  to  pay  well  for  it"? 

A.     That  is  an  absolute  falsehood. 

Q.  All  right;  you  went  upon  your  vacation, 
didn't  you?  A.     Yes,  we  did. 

Q.     And  you  returned  in  October? 

A.     That  is  correct. 
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Q.  Now,  when  you  returned  in  October  you  had 
a  conference,  or,  rather,  Mr.  Kachlein  called  you 
into  his  office,  didn't  he? 

A.     I  believe  I  'phoned  him  first.  [4511] 

Q.  Anyway,  you  had  a  conference  on  October 
27th?  A.     Yes. 

Q.  The  conference  actually  in  which  Mr.  Le- 
Sourd  later  was  joined  occupied  about  three  hours, 
didn't  it? 

A.     I  would  say  an  hour  and  a  half  at  the  most. 

Q.  As  of  the  date  of  that  conference  there  had 
been  no  statement  made  to  you  by  anyone  that  you 
personally  were  involved  in  the  fraud  claim  of  the 
Government  so  far  as  Mr.  Forster's  enterprises 
were  concerned? 

A.  My  first  definite  knowledge  that  I  was  in- 
volved in  it,  that  was  the,  I  believe  the  14th  day  of 
March,  1951. 

Q.  Fourteenth  day  of  March,  1951,  and  we  are 
now  dealing  with  October  27,  1950,  is  that  correct, 
this  conference? 

A.     What  now ;  what  is  that  ? 

Q.    We  are  talking  now  about  October  27th. 

A.  There  was  no  discussion  of  my  involvement 
in  it  at  that  time. 

Q.  But  there  was  a  discussion,  and  an  extended 
discussion,  of  the  Hans  Forster  situation? 

A.     There  was  not.  [4512] 

Q.     Of  the  books  and  of  the  records? 

A.     There  was  not. 

Q.     And  in  which  Mr.  Kachlein  told  you,  in  sub- 
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stance,  what  the  accountants  had  found  in  going 

over  your  records  and  what  you  say  are  your  work 

sheets? 

A.  He  did  not;  he  never  mentioned  the  Forster 
case  at  that  meeting. 

Q.  That  was  the  meeting,  Mr.  Taylor,  was  it  not, 
in  which  eventually  I  reach  the  point  where  you 
were  advised  he  was  going  to  have  to  decide  as 
between  two  clients  and  get  out 

A.  It  didn't  take  him  long  to  decide  that.  We 
discussed  my  affairs  only  at  that  meeting.  Mr.  For- 
ster's  affairs  were  not  discussed  at  that  meeting. 

Q.  Mr.  Kachlein  also  discussed  with  you  as  to 
why  you  had  not  recorded  on  the  books  the  funds 
that  Mr.  Forster  was  using  out  of  account  198, 
didn't  he? 

A.  Mr.  Kachlein  never  mentioned  the  Forster 
affairs  in  one  word  or  a  dozen  during  that  confer- 
ence. 

Q.    He  advised  you A.     He  did  not. 

Q.    at  that  conference  that  the  accountants 

had  [4513]  found  the  situation  existing  testified  to 
here  in  the  year-end  statement,  December  31,  1949, 
didn't  he?  A.     That  is  an  absolute  falsehood. 

Q.     Nothing  was  discussed  about  Mr.  Forster? 

A.  Absolutely  not,  not  one  word.  My  affairs 
were  the  only  ones  discussed  at  that  conference,  my 
own  personal  income  tax  returns  were  discussed  and 
we  hired  another  attorney. 

Q.  Why  was  there  any  need  for  a  decision  on 
that  particular  time  then  in  the  employment  of  Mr. 
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LeSourd  if  the  affaire  of  Hans  Forster  were  not 

discussed  with  you? 

A.  The  affairs  of  Hans  Forster  were  kept  a 
secret  from  me  continuously  until  I  was — I  received 
a  letter  from  the  Internal  Revenue  Department 
sometime  early  in  1950 — late  1950  or  early  1951. 

Q.  My  question  is:  What  occurred  at  that  meet- 
ing to  require  Mr.  Kachlein  to  make  a  decision  as 
to  representing  you  or  Mr.  Forster  if  Mr.  Forster's 
affairs  were  not  discussed  at  that  meeting  ? 

A.  There  was  discussed:  He  withdrew  from  me, 
we  picked  our  attorney,  and  had  a  conference  with 
the  attorney,  and  that  ended  my  discussion  with 
Mr.  Kachlein  on  my  own  affairs,  not  the  affairs  of 
Mr.  Forster.  [4514] 

Q.  Mr.  Taylor,  at  this  meeting  that  you  referred 
to,  and  you  say  it  lasted  an  hour  and  a  half,  even 
less  than  that,  I  suggested  three  hours,  I  will  ask 
you  if  Mr.  Kachlein,  before  Mr.  LeSourd  was  called, 
did  not  discuss  with  you  the  affairs  of  Mr.  Forster 
in  detail  as  found  by  the  accountants? 

A.     He  did  not. 

Q.  Why  was  there  any  discussion  with  you  at 
all  then  about  your  own  affairs  if  Mr.  Kachlein 
was  withdrawing  from  the  case? 

A.  We  were  examining  the  telephone  book  to 
determine  who  I  should  hire  to  take  his  place. 

Q.  My  question  was:  Why  was  there  any  dis- 
cussion about  your  affairs  if  Mr.  Kachlein  was  with- 
drawing from  the  case? 

A.    There  was  discussion  of  mv  case  and  who  I 
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should  employ  as  an  attorney  and  that  was  all  the 
discussion  was  about.    Mr.  Forster 's  name  did  not 
come  into  that  discussion. 

Q.  I  think  you  have  testified,  Mr.  Taylor,  that 
at  that  meeting  Mr.  Kachlein  said  that  he  could 
continue  to  represent  Mr.  Forster,  or  he  could  con- 
tinue to  represent  you,  did  you  not,  but  not  both 
of  you?  [4515] 

A.     That  was  the  purpose  of  the  meeting. 

Q.  And  yet  you  say  Mr.  Forster 's  affairs  were 
not  discussed,  and  that  was  the  purpose  of  the 
meeting? 

A.  I  said  the  purpose  of  the  meeting  was  to 
determine  whether  he  was  withdrawing  from  me  or 
withdrawing  from  Mr.  Forster  and  he  withdrew 
from  me. 

Q.  What  had  occurred  prior  thereto  between  you 
and  Mr.  Kachlein  that  brought  up  the  matter  of 
Mr.  Kachlein's  withdrawing  from  either? 

A.     Mr.  Kachlein's  own  suggestion. 

Q.  And  you  had  been  away  on  your  vacation 
and  returned,  this  was  the  first  time  you  saw  Mr. 
Kachlein  after  your  vacation,  wasn't  it? 

A.     I  'phoned  Mr.  Kachlein  the  night  before. 

Q.     And  made  an  appointment? 

A.     That  is  right. 

Q.     And  that  is  all? 

A.  That  is  correct,  only  he  said  he  must  make 
a  decision.  That  night  he  told  me  he  had  to  make 
a  decision. 

Q.     That  night  when  you  'phoned  him? 
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A.    You  bet  you. 

Q.     Make  a  decision  about  what?  [4516] 

A.  Whether  he  would  retain  me  or  Mr.  Forster; 
there  was  conflict,  he  said. 

Q.     He  told  you  that  on  the  'phone  that  night? 

A.     He  told  me  that  on  the  'phone  that  night. 

Q.  So  that  you  went  down  to  his  office  the  next 
morning. 

A.     To  settle  that  particular  point  and  that  only. 

Q.  And  Mr.  Forster 's  matters  were  not  dis- 
cussed? A.    No,  sir. 

Q.  And  that  was  the  reason  you  were  being 
called? 

A.  They  were  not  discussed  at  all  at  that  meet- 
ing. 

Q.  Although  that  was  the  purpose  of  the  meet- 
ing? 

A.  To  determine  his  position  as  to  whether  he 
would  represent  me  or  not,  and  I  had  determined 
that  he  would  not. 

Q.    You  determined  that  before  you  went  down? 

A.     I  determined  that. 

Q.     Before  you  went  down?  A.    Yes. 

Q.  Why  did  you  have  any  discussion  for  an  hour 
and  a  half  then  that  morning?  [4517] 

A.  He  had  records  of  mine.  He  had  many  rec- 
ords of  mine. 

Q.  Mr.  Taylor,  you  went  down  in  the  morning 
of  October  27,  1950,  and  Mr.  Kachlein  said  to  you 
finally,  or  explained  to  you,  that  Mr. — that  he  was 
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— found  himself  in  the  position  that  sometimes  hap- 
pens with  lawyers,  didn't  he? 

A.     That  is  correct. 

Q.  He  said  that  he  was  representing  you  in  your 
civil  tax  matter  and  you  had  brought  Mr.  Forster 
to  him  and  he  was  representing  him  in  this  matter 
then  pending;  he  said  that,  didn't  he? 

A.     In  similar  words,  yes. 

Q.  I  mean  in  substance,  I  do  not  mean  the  exact 
words.  He  said  that  it  was  becoming  apparent  that 
there  might  be  a  conflict  between  your  interests  and 
that  of  Mr.  Forster,  didn't  he? 

A.     That  is  possible  that  he  did. 

Q.  He  said  that  you  were  the  first  client  and 
that  he  could  represent  you.  If  he  did  he  could 
not  represent  Mr.  Forster  because  this  conflict 
might  arise.  Or,  he  could  represent  Mr.  Forster 
and  not  represent  you.  Or,  number  three,  he  could 
withdraw  from  representation  of  both  of  you  en- 
tirely. 

A.  That  is  correct.  Now  you  are  speaking  of 
what  [4518]  happened  that  morning. 

Q.    That  is  at  the  conclusion  of  that  morning? 

A.     That  was  the  beginning  of  that  morning. 

Q.  He  told  you — you  discussed  with  him  what 
the  Forster  situation  was  and  what  had  occurred 
in  the  Forster  investigation  during  your  absence, 
didn't  he?  A.    He  did  not. 

Q.  Mr.  Taylor,  only  four  or  five  days  before 
you  left  McNeil  Island  Mr.  Marx  and  Mr.  Eppler 
had  told  you  that  their  investigation  disclosed  at 
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least    one    million    dollars    of   undisclosed    income, 

didn't  they? 

A.  Now,  that  is  getting  some  truth  in  it:  that 
is  the  truth. 

Q.     And  you  said  you  were  shocked,  didn't  you  I 

A.     Yes,  I  was. 

Q.  And  yet  in  this  conference  with  Mr.  Kach- 
lein  if  you  had  been  you  didn't  discuss  with  him 
the  Forster  situation  at  all  ? 

A.    I  did  not.  He  did  not  mention  it. 

Q.  You  discussed  then  whether  it  would  be  bet- 
ter for  Mr.  Forster,  or  for  Mr.  Kachlein 

Mr.  Griffin:    Strike  that.  [4519] 

Q.  (By  Mr.  Griffin  continuing) :  You  told  Mr. 
Kachlein  that  you  didn't  want  him  to  withdraw  but 
felt  he  was  compelled  to  withdraw  from  this  matter, 
didn't  you? 

A.  I  was  probably  a  little  diplomatic  about  it, 
yes. 

Q.  You  suggested  to  him  that  inasmuch  as  he 
was  familiar  with  the  then  Forster  situation  as  de- 
veloped by  the  accountants  and  his  interviews  with 
the  Revenue  Agents  that  if  he  could  find  a  good 
lawyer,  a  good  tax  lawyer,  for  you  you  would  sug- 
gest that  he  continue  to  represent  Mr.  Forster  and 
get  you  another  lawyer,  didn't  you  ? 

A.    Yes:  only  I  want  to  evnlain. 

Q.     Go  ahead. 

A.  That  Mr.  Kachlein  did  not  make  any  discus- 
sion of  it.   The  discussion  was  this:  As  long  as  you 
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want  to  withdraw  from  my  case  we  will  try  and 

select  a  tax  lawyer. 

Q.    Who  said  that? 

A.  I  think  I  probably  said  part  of  it  and  Mr. 
Kachlein  the  other. 

Q.  It  was  perfectly  agreeable  to  you  on  October 
27,  1950,  that  Mr.  Kachlein  cease  representing  you 
and  give  his  sole  representation  to  your  friend,  Mr. 
Forster,  wasn't  it?  [4520] 

A.     That  was  understood. 

Q.  Then  there  was  a  discussion  as  to  who  you 
should  employ? 

A.  Yes.  We  pawed  through  the  telephone  book 
for  one-half  or  three-quarters  of  an  hour  looking 
at  the  different  tax  lawyers'  names. 

Q.  Are  there  any  lawyers  listed  in  the  telephone 
book  as  tax  lawyers? 

A.  That  is  why  we  took  so  much  time,  we  had 
to  read  them  over.   He  knew  the  lawyers. 

Q.  My  question  is:  Are  there  any  lawyers  listed 
in  the  Seattle  telephone  directory  as  tax  lawyers? 

A.    Not  to  my  knowledge. 

Q.  No;  so,  Mr.  Kachlein  suggested  two  firms  of 
lawyers  experienced  in  tax  work,  didn't  he? 

A.     I  would  say  more  than  that. 

Q.  He  suggested  first  Mr.  Jones  of  Jones  and 
Bronson,  didn't  he? 

A.    I  knew  of  Mr.  Jones.   He  might  have. 

Q.  And  you  said  that  you  did  not  think  under 
the  circumstances  that  you  would  want  to  employ 
Mr.  Jones  because  vou  had  at  one  time  had  Mr. 
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Jones  represent  Mr.  Forster  and  there  might   be 

a  conflict  there?  [4521] 

A.  I  have  no  remembrance  of  that  discussion  hut 
it  is  possible. 

Q.  Did  he  discuss  with  you  then  any  other  law- 
yer than  Mr.  LeSourd  sitting  now  across  from  me 
at  this  bar? 

A.  I  remember  of  two  or  three  other  names.  I 
believe  there  was  a  Mr. — I  can't  think  of  his  name. 
He  has  a  crippled  foot. 

Q.    Paul  Coles? 

A.     Paul  Coles.   Evich,  or  somebody  like  that. 

Q.     Evich? 

A.  It  seems  to  me  that  that  name  was  men- 
tioned and  discussed.  There  were  two  or  three 
others.   I  don't  remember  now  who  they  were. 

Q.  And  you  finally  got  down  to  Mr.  LeSourd,  is 
that  right? 

A.  Yes.  Mr.  LeSourd  had  been  indirectly  rec- 
ommended to  me  before. 

Q.  Even  before  you  employed  Mr.  Kachlein, 
had  he  not?  A.    No. 

Q.     Did  you  know  Mr.  LeSourd? 

A.  I  had  never  met  Mr.  LeSourd  until  that 
morning.  [4522] 

Q.  Mr.  Kachlein  explained  to  you  that  Mr.  Le- 
Sourd had  been  in  the  Government  service  in  the 
Department  of  Justice,  did  he  not? 

A.     It  is  possible  he  did.    I  have  forgotten  that. 

Q.    Assigned  to  the  Internal  Revenue  Agency? 

A.     I  am  not  positive  that  that  was  mentioned. 
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Q.  And  that  he  was  quite  familiar  with  the  prac- 
tice and  an  expert  in  the  field? 

A.     I  rather  doubt  that  conversation. 

Q.  What  conversation — you  discussed  several 
lawyers,  you  say?  A.    That  is  right. 

Q.    You  settled  on  Mr.  LeSourd? 

A.  I  doubt  if  any  great  detail  of  that  kind  was 
brought  into  it. 

Q.  What  did  Mr.  Kachlein  tell  you  about  Mr. 
LeSourd? 

Mr.  Moriarty:  Objected  to  as  immaterial,  if  your 
Honor  please. 

The  Court:    Objection  sustained. 

Q.  (By  Mr.  Griffin) :  You  settled  on  Mr.  Le- 
Sourd  if  he  would  accept  the  employment? 

Mr.  Moriarty:  Objection.  The  [4523]  Govern- 
ment did  not  introduce  this  and  it  is  extending  so 
long  into  immaterial  matter. 

The  Court:  I  think  it  is  clear  Mr.  LeSourd  was 
selected.  The  Court  will  sustain  the  objection. 

Mr.  Griffin:  I  am  only  interested  in  the  estab- 
lishment of  the  selection  at  the  suggestion  of  Mr. 
Kachlein  and  not  an  independent  appointment. 

Q.  (By  Mr.  Griffin)  :  So,  Mr.  Kachlein  called 
Mr.  LeSourd  on  the  telephone  to  see  if  he  would 
represent  you,  didn't  he? 

A.     At  my  request,  yes. 

Q.  And  Mr.  LeSourd  came  to  Mr.  Kachlein's 
office  on  October  27,  1950? 

Mr.  Moriarty:    Objected  to  as  immaterial. 

The  Court:     Objection  overruled. 
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A.    Yes,  he  came  there. 

Q.  (By  Mr.  Griffin)  :  And  Mr.  Kachlein  intro- 
duced you  to  Mr.  LeSourd?  A.    Yes. 

Q.  And  Mr.  Kachlein  explained  in  detail  in  your 
presence  to  Mr.  LeSourd  why  he  found  it  [4524] 
necessary  to  withdraw  from  representing  you,  did 
he  not? 

Mr.  Moriarty:  Objected  to  as  immaterial  and 
not  proper  cross  examination. 

The  Court:    Objection  overruled. 

A.  He  did  explain  that  it  became  a  dual  repre- 
sentation and  that  he  should  withdraw.  I  don't 
remember  that  he  mentioned  any  detail. 

Q.  (By  Mr.  Griffin)  :  There  was  no  intimation 
made  at  that  time  by  anyone  that  you  were  likely 
to  be  indicted  in  connection  with  the  Forster  inves- 
tigation, was  there? 

A.     There  absolutely  was  not. 

Q.  Each — you  at  that  time,  Mr.  Forster  at  that 
time — were  dealing  with,  simply,  an  investigation 
being  made  by  the  Internal  Revenue  Service? 

A.    I  knew  an  investigation  was  going  on,  yes. 

Q.  No — to  your  knowledge  no — statement  was 
made  of  any  likelihood  of  a  criminal  indictment 
against  Mr.  Forster,  was  there  ? 

A.    I  had  not  heard  of  it,  no. 

Q.  Mr.  LeSourd  accepted  the  employment  then 
for  you?  A.    As  my  attorney,  yes. 
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Q.  That  ceased  any  connection  between  you  and 
Mr.  Kachlein  on  October  27,  1950,  didn't  it? 

A.     That  is  correct.  [4525] 

Mr.  Griffin:    And  that  is  all. 

Cross  Examination 

Q.  (By  Mr.  Keesling) :  Mr.  Taylor,  this  morn- 
ing you  made  the  mention  as  to  the  ledgers  at  the 
time  they  were  turned  over  that  you  turned  them 
over  to  Mr.  Erickson.  You  were  referring,  were 
you  not,  to  the  time  you  took  them  out  to  Issaquah 
Creamery  in  the  car?  I  think  you  used  the  phrase 
you  turned  them  over  to  Erickson? 

A.  Yes,  but  the  current  ledgers  were  turned  over 
separate  from  the  files  that  I  took.  The  current 
ledgers  were  turned  over  separately. 

Q.  I  see ;  and  then  you  also  used  the  phrase  that 
Mr.  Erickson  followed  through  with  the  ledger.  To 
your  knowledge,  and  from  your  examination  of  the 
ledger  here  in  evidence,  at  no  time  did  Mr.  Erick- 
son make  any  entries  or  work  with  your  ledgers 
to  your  knowledge? 

A.  Well,  Mr.  Keesling,  that  is  hard  to  answer. 
I  don't  believe  I  have  seen  any  of  the  1950  ledger. 
Whether  he  posted  or  not,  I  wouldn't  know. 

Q.  To  your  knowledge,  you  don't  know  whether 
Mr.  Erickson  did  any  work  as  far  as  the  ledgers 
are  concerned? 

A.     No,  I  have  no  knowledge  of  it. 

Q.  Now,  in  respect  to  your  work,  you  had  [4526] 
the  exclusive  duty,  did  you  not,  of  computing  the 
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income  tax  for  Issaquah  Creamery,  Hans  Forster, 
and   Mrs.    Forster,   his    wife,    for   the   years    1945 
through  1949?  A.    Yes,  1  prepared  them. 

Q.  And  you  had  the  exclusive  dnty,  did  you  not, 
of  preparing  the  income  tax  returns  for  Issaquah 
Creamery,  Hans  Forster,  and  Mrs.  Forster,  for  the 
same  years'?  A.    Yes. 

Q.  And  you  also  had  the  exclusive  duty,  did  you 
not,  of  filing  with  the  Government  the  tax  returns 
as  I  have  referred  to? 

A.  Yes,  and  no,  in  this  respect,  Mr.  Keesling: 
many  times  they  were  signed  in  my  office,  and 
mailed  from  there,  and  I  think  there  were  times 
that  they  were  either  given  to  Mr.  Forster  or  in 
some  way  taken  to  Issaquah  and  mailed  from  there ; 
but  as  a  whole,  they  were  mailed  from  my  office,  I 
believe. 

Q.  My  questions  on  all  three  previous  questions 
are  this: 

It  was  your  exclusive  duty,  was  it  not,  to  com- 
pute the  income  tax,  to  prepare  the  income  tax 
returns,  and  to  file  it?  A.    Yes. 

Q.  That  is  for  these  Indictment  years,  1945 
through  1949?   [4527]  A.     Yes. 

Q.  Now,  Mr.  Griffin  offered  in  evidence — before 
I  go  into  that,  referring  to  Exhibit  258,  this  chart 
of  accounts,  would  you  refer  to  account  numbers 
32  and  33?  Is  it  correct  that  accounts  32  and  33 
are  business  account  numbers?  You  might  read 
what  they  are  for. 


2226  Hans  Forster  vs. 

(Testimony  of  L.  Hicks  Taylor.) 

The  tax  accounts.  There  is  a  group  of  them, 
right  there. 

A.  I  am  looking  at  Plaintiff's  Exhibit  258, 
which  is  a  schedule  of  accounts,  headed  "Issaquah 
Creamery  Company,  Incorporated,"  and  it  has  a 
heading,  "Issaquah"  here,  "Alpine"  there,  and  the 
accounts  are  numbered  from  1  to  40,  for  Issaquah 
Creamery,  and  for  Alpine  they  are  numbered  A-l 
to  40,  and  account  No.  31  is  "Unemployment  Tax"; 
32  is  "Excise  Tax";  33  is  "Other  Taxes,"  and  they 
are  on  both  sides  the  same. 

Q.  They  are  the  same  numbers  and  same  ac- 
counts? A.    Yes,  that  is  correct. 

Q.  And  is  it  true  that  32  and  33  are  business 
accounts  ?  A.     That  is  correct. 

Q.  They  have  no  reference  to  a  drawing  ac- 
count ?  A.     No. 

Q.  32  is  the  item  "Excise  Tax,"  is  that  [4528] 
correct?  A.     That  is  correct. 

Q.    And  33  is  "Other  Taxes"? 

A.    That  is  correct. 

Q.  Now,  referring  to  Exhibit  A-104,  an  Alpine 
Dairy  balance  sheet  of  December  31,  1948,  there  is 
an  item  at  the  bottom  there  which  refers  to  deduc- 
tion withdrawals.  That  account,  is  it  not,  is  a  ref- 
erence to  a  drawing  account? 

A.  It  is  Hans  Forster  withdrawals,  and  it  is  a 
ledger  account. 

Q.    Yes. 

That  would  be  what  you  would  call  a  drawing 
accoimt  ?  A.     Correct. 
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Q.  And  you  testified  that  that  could  be  traced 
right  into  the  ledger,  and  from  the  Ledger  right 
into  the  journal? 

A.     It  is  my  recollection  that  it  could  be. 

Q.  Now,  I  show  you  Exhibit  272  in  evidence, 
Plaintiff's  Exhibit — I  put  a  mark  in  there — do  you 
find  in  your  ledger  account, — this  drawing  account? 

A.    Yes. 

Q.  And  would  you  explain  for  the  record  just 
how  it  was  set  up? 

It  is  a  half  page  account,  to  the  top  of  the  [4529] 
page. 

A.  The  top  of  the  page  is  marked  "Capital  In- 
vested." 

Q.  And  that  is  Alpine,  at  the  full  top  of  the 
page?  A.     Alpine  ledger  is  more  than  that. 

Q.  And  then,  towards  the  center  of  the  page, 
you  have  put  in  a  separate  account? 

A.  I  have  typed  in  "Hans  Forster  Withdraw- 
als." 

Q.  And  in  that  withdrawal  account  are  what 
entries  ? 

A.  As  of  March  31st,  income  tax,  $10,784.42; 
May  31st,  Walter  Clark,  $10,000;  October  31st,  in- 
come tax,  $14,000.  On  the  credit  side,  Walter  Clark, 
$10,000,  leaving  a  balance  in  the  accoimt  of  $24,- 
784.42,  this  account  right  under  my  left  hand,  (in- 
dicating) . 

Q.  Now,  Mr.  Taylor,  will  you  explain  to  the 
Jury  why  income  tax  payments  go  into  a  drawing 
account  ? 
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A.  It  is  paid  on  his  personal  obligation  into  the 
Treasury  Department. 

Q.  An  income  tax  payment  is  a  personal  ex- 
pense, isn't  it?  A.     That  is  correct. 

Q.  Just  like  his  grocery  bill;  it  is  not  [4530] 
deductible  from  any  business  of  any  personal  ac- 
count, so  far  as  income  tax  purposes  ? 

A.    Yes. 

Q.  Now,  you  testified  those  figures  could  be 
traced  right  into  the  journals.  I  have  placed  the 
journals  there,  and  for  your  easy  reference,  I  have 
the  page  and  line  numbers  showing  the  entries. 
Your  first  entry  in  your  ledger,  I  believe,  is  March, 
1948— March  of  1948,  is  that  right"? 

A.     That  is  correct. 

Q.  I  have  under  Alpine  the  1948  one  is  the 
next  one.  A.     The  top  one,  or  the  bottom  one  ? 

Q.     The  years  are  marked  on  the  ends  here. 

A.     I  am  sorry;  I  didn't  notice  that. 

Q.  Would  you  refer  to  the  exhibit  number,  Mr. 
Taylor? 

A.  I  am  looking  at  Plaintiff's  264  which  is  the 
journal  of  the  Alpine  Dairy. 

Q.  Would  you  look  for  March  of  1948  on  page 
'4  of  the  Alpine  section,  at  lines  12  and  13? 

You  find  those  income  tax  entries  there,  do  you 
"not?  A.    Yes,  there  are  two  items. 

Q.  Those  are  the  two  items  that  were  [4531] 
entered  in  your  ledger  and  you  combined  them  in 
a  figure?  A.    Yes,  I  have  a  total. 

Q.    Now,  would  you  tell  the  Jury  what  account 
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Mr.  Erickson — what  account  number  he  placed  be- 
sides those  income  tax  payments'? 

A.    Account  33. 

Q.    And  that  is  Account  33  which  on  the  chart 
refers  to  other  taxes,  do  you  recall? 

A.     That  is  correct. 

Q.     Now,    the    other   income   tax    item   in   your 
ledger,  I  believe,  is  for  Alpine,  October,  1948. 

Would  you  look  in  the  Alpine  section  for  Octo- 
ber, 1948,  at  page  1,  line  12,  I  believe. 

A.     I  have  it,  yes. 

Q.    And  what  is  the  amount  entered  there  % 

A.    $14,000. 

Q.     That  is  the  same  amount  as  appears  in  your 
ledger?  A.     That  is  correct. 

Q.     Then,  as  Mr.  Erickson  has  entered  it,  how 
did  he  make  that  check  payable? 

A.     To  the  Collector  of  Internal  Revenue. 

Q.     And  those  others  were  also  made  out  that 
way,  to  the  Collector  of  Internal  Revenue? 

A.     That  is  right.  [4532] 

Q.     And  what,  if  any,  account  number  did  he  put 
besides  that  account? 

Some,  I  think,  32  and  some  33? 

A.     This  one  is  registered  as  account  32. 

Q.    And  account  32  on  the  chart  has  excise  tax, 
does  it  not?  A.    Yes. 

Mr.  Keesling:    Would  you  mark  this? 

The  Clerk:     Defendants'  Exhibit  A-124  marked 
for  identification. 
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(Defendants'  Exhibit  No.  A-124  marked  for 
identification.) 

Q.  (By  Mr.  Keesling) :  I  show  you  what  has 
been  marked  for  identification,  what  purports  to  be 
an  adding  machine  tape  for  Alpine,  headed  "Mis- 
cellaneous."  Would  you  identify  that,  if  you  can? 

Do  you  want  that  page  and  line  number? 

A.  This  appears  to  be  an  analysis  of  the  miscel- 
laneous column  of  the  Alpine  Dairy  Journal  ac- 
count made  on  an  adding  machine  tape. 

Q.  I  might  ask  you  in  reference  to  the  income 
tax  figure,  I  think  he  has  marked  on  there  33,  also, 
the  same  figure  that  appears  in  your  ledger? 

A.     Right  here  on  this  tape.  [4533] 

Mr.  LeSourd:  Just  a  moment,  your  Honor.  I 
"think  this  ought  to  be  put  into  evidence. 

Mr.  Keesling:    Yes,  I  intend  to  offer  it. 

The  Court:    You  want  to  offer  it? 

Mr.  Keesling:  Yes,  but  I  want  further  identifi- 
cation. 

Mr.  LeSourd:    This,  you  say, 

Mr.  Keesling:  (Interposing)  Will  you  mark 
these  ? 

The  Clerk:    As  one  exhibit? 

Mr.  Keesling:     Yes. 

The  Clerk:  Defendants'  Exhibit  A-125  marked 
for  identification. 

(Defendants'  Exhibit  A-125  marked  for  iden- 
tification.) 

Mr.  LeSourd:  We  have  no  objection  to  A-124, 
vour  Honor. 
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The  Court:    Any  objection  from  other  counsel? 

Mr.  Griffin :    No,  your  Honor. 

The  Court:    Mr.  Moriarty,  any  objection? 

Mr.  Moriarty:    No,  your  Honor. 

The  Court:    A-124  may  be  admitted. 

(Defendants'  Exhibit  A-124  admitted  in  evi- 
dence.) [4534] 

Q.  (By  Mr.  Keesling) :  Showing  you  Exhibit 
A-124,  the  adding  machine  tape  for  March,  1948, 
is  it  correct  that  that  is  the  manner  in  which  the 
information  was  transmitted  to  you  as  to  your  entry 
in  the  ledger  showing  the  income  tax  paid  ? 

A.    Yes,  that  is  correct. 

Q.  Now,  I  show  you  what  has  been  marked  for 
identification  as  Defendants'  Exhibit  A-125.  Would 
you  identify  that?  I  have  reference  to  the  same 
items  and  the  same  type  of  thing. 

I  might  say,  could  you  just  identify  it  and  then 
we  will  go  through  that  particular  item.  They  are 
adding  machine  tapes,  are  they  not? 

A.     Yes. 

Q.    And  there  are  four  of  them,  is  that  right? 

A.    There  appears  to  be  five. 

Q.  Five  adding  machine  tapes,  and  would  you 
indicate  what  company  and  what  date  appears  on 
them,  just  for  identification? 

A.    They  are  marked  "Miscellaneous,  Alpine." 

Q.    That  is  the  first  one? 

A.    Yes.   May,  June 

Q.    Just  a  moment.  May  of  what  year? 

A.     1946. 
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Q.  And  the  next  one  is  *  'Miscellaneous,  Alpine"; 
that  [4535]  is  the  second  one?  A.    Yes. 

Q.     And  that  is  what  date  ?  A.     June,  1946. 

Q.    And  the  third  one  is  Alpine,  Miscellaneous1? 

A.     September,  1946. 

Q.    And  the  next  one  is? 

A.     December,  1947. 

Q.     Is  that  Alpine,  also? 

A.  Alpine ;  and  the  next  one  is  Issaquah,  March, 
1949. 

Q.  Do  you  recognize  those  as  the  type  of  tape 
that  you  received  this  income  tax  information  on? 

A.    Yes. 

Mr.  Keesling:    I  offer  this  in  evidence. 

(Whereupon,  there  was  a  brief  pause.) 

Q.  (By  Mr.  Keesling)  :  While  they  are  examin- 
ing that  exhibit,  there  is  an  additional  entry  in  your 
ledger  under  that  drawing  account,  1948,  that  you 
have  before  you.  What  is  that  entry?  You  men- 
tioned three  entries  in  your  ledger  under  the  Hans 
Forster  drawing  account. 

A.  It  appears  that  there  is  an  item  of  debit  and 
credit  of  the  same  amount,  marked  Walter  Clark, 
and  the  same  date.  I  don't  have  any  recollection  of 
what  it  [4536]  is  at  the  present  time. 

Q.  Would  you  take  Mr.  Erickson's  journal  for 
1948  for  Alpine,  and  see  if  you  could  locate  that? 
I  don't  know  what  page.   I  know  it  is  on  line  7. 

Mr.  LeSourd:    We  have  no  objection  to  A-125. 

Mr.  Moriarty:    We  have  no  objection. 

The  Court:    Exhibit  A-125  may  be  admitted. 
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(Defendants'  Exhibit  A-125  admitted  in  evi- 
dence.) 

Q.  (By  Mr.  Keesling  continuing):  T  believe  it 
is  Clark's  Restaurant?  A.     Yes. 

Q.    And  on  what  page  does  it  appear? 

A.     On  page  5,  Clark's  Restaurants. 

Q.  That  would  be  for  May,  1948,  in  the  Alpine 
section  of  the  journal?  A.     That  is  correct. 

Q.  And  on  line  7  it  shows  Clark's  Restaurant 
enterprises  as  the  payee?  A.    Yes. 

Q.     And  the  amount  is  under  what  column? 

A.    The  accounts  receivable. 

Q.     And  that  account  is  what? 

A.     Ten  thousand  dollars.  [4537] 

Q.  And  that  same  amount  appears  in  your 
ledger?  A.     That  is  correct. 

Q.  Now,  showing  you  Defendants'  Exhibit  A-125, 
referring  to  the  first  of  those  five  tapes,  will  you 
state  to  the  jury  what  account  number  is  opposite 
the  income  tax  item?  Would  you  give  the  date,  too? 

A.     May,  1946. 

Q.     That  is  Alpine? 

A.  On  Alpine,  there  is  an  item  marked  income 
tax,  $300,  and  the  muuber  33,  following. 

Q.  That  33  is  the  other  taxes  account  item  that 
you  referred  to  before? 

A.     Yes,  I  believe  that  is  correct. 

Q.     I  show  you  the  chart  again. 

A.    Yes. 

Q.     It  is  258. 

A.     I  will  suggest  I  have  it  here. 


2234  Hans  Forster  vs. 

(Testimony  of  L.  Hicks  Taylor.) 

(Whereupon,  document  was  handed  the  wit- 
ness by  Mr.  Keesling.) 

A.    (Continuing)     Thank  you. 

Q.  I  am  referring  only  to  32  and  33.  I  think 
those  were  the  only  numbers  he  used. 

Now,  will  you  identify  the  second  tax  as  to  how 
Mr.  Erickson  put  that  down  on  the  tape  for  you? 

A.  I  am  still  referring  to  Defendants'  Exhibit 
[4538]  A-125. 

Q.     And  there  is  the  second 

A.  (Interposing)  Under  the  miscellaneous  Al- 
pine taxes,  there  is  an  item  income  tax,  $5300,  32 
marked.  Account  32  is  excise  tax. 

Q.     And  what  month  and  year  was  that? 

A.     In  June,  1946. 

Q.  On  that  June,  1946  one,  he  marked  the  ac- 
count 32?  A.    Yes. 

Q.  And  then  on  the  third  tape,  how  did  he  mark 
it  on  that,  and  what  was  the  date  on  that? 

A.  The  third  date  is  dated  September,  1946,  and 
he  has  income  tax,  $2500,  account  No.  33  following 
it. 

Q.  And  that  one  he  charged  to  account  33;  and 
the  next  one,  how  did  he  charge  that? 

A.  He  has  income  tax — wait — for  December, 
1947,  he  has  income  tax,  $11,000,  account  32. 

Q.  $11,000  to  account  32;  and  the  next  tape,  the 
date,  and  how  he  charged  it  on  that? 

A.  The  next  tape  is  dated  March,  1949,  and  is 
from   the   miscellaneous    column    of   the    Issaquah 
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journal  and  he  has  income  tax,  $2,360.96  in  account 

33. 

Q.     Is  there  another  one  there,  a  last  tape? 

What  is  the  date  on  that,  and  how  he  has  charged 
that  income  tax  item? 

A.     I  read  you  the  last  tape. 

Q.     Oh,  that  was  the  last  one?  A.     Yes. 

Q.  Now,  on  this  Exhibit,  A-125,  will  you  take 
the  June,  1946,  the  second  tape,  and  trace  that  into 
the  Alpine  journal  kept  by  Mr.  Erickson?  I  think 
it  will  be  on  page  1,  page  3  at  line  28. 

A.     Line 

Q.  It  might  also  refer  to  page  1,  line  8.  I  think 
there  is  a  combination  of  figures  there  shown  on 
the  tape.  A.     Line  8. 

Q.     Page  one? 

A.  Page  one,  Collector  of  Internal  Revenue, 
$300,  charged  to  account  32. 

Q.     And  then  on  the  tape  there  is  a  $5300  figure  ? 

A.     Yes. 

Q.  And  would  that  have  reference — the  first 
entry  in  the  journal  has  300,  and  does  the  figure 
for  the  same  month  on  page  3,  line  28 

A.  (Interposing)  Line  28  has  an  entry  to  the 
Collector  of  Internal  Revenue  for  $5,000. 

Q.  That  would  make  the  total  of  $5300  shown 
on  [4540]  the  tape?  A.    Yes. 

Q.  On  that  last  entry,  how  did  Mr.  Erickson 
charge  that;  to  what  account  number  ? 

A.  He  has  written  income  tax,  $5300.  He  charged 
it  to  account  32. 
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Q.     He  charged  it  to  account  321 
A.     Yes. 

Q.  That  is  the  1946 — I  am  just  taking  one  out 
of  each  year. 

Now,  will  you  turn  to  the  tape  for  1947.  If  there 
is  more  than  one,  just  pick  one  and  we  will  trace 
that  into  Mr.  Erickson's  journal. 

"Would  you  state  what  month  the  tape  is  and 
what  company,  please? 

The  Court:  Is  it  agreeable  to  recess,  Mr.  Kees- 
ling,  now? 

Mr.  Keesling:   Yes,  it  is  quite  all  right. 
The  Court:     Then  you  can  have  the  matter  in 
mind,  Mr.  Taylor. 

The  Witness:    All  right. 

The  Court:    Ladies  and  Gentlemen  of  the  Jury: 

We  will  take  the  mid-afternoon  recess.  The  Court 

calls   your   attention   to   the   admonition   given   on 

similar  occasions  and  asks  that  you  heed  it  on  this 

[4541]  occasion.  You  may  now  be  excused. 

(Whereupon,  the  jury  retired  from  the  court 
room.) 

(Whereupon,  at  2 :46  o'clock  p.m.  a  recess  was 
had  in  the  within-entitled  and  numbered  cause 
until  3:01  o'clock  p.m.  April  22,  1954,  at  which 
time,  counsel  and  defendants  heretofore  noted 
being  present,  the  following  proceedings  were 
had,  to-wit:) 
The  Court:    You  may  call  the  Jury. 

(Whereupon,  the  Jury  was  returned  to  the 
court  room.) 
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The  Court:    You  may  be  seated. 

It  is  stipulated  that  the  Jury  and  all  Defendants 
are  present  in  the  court  room? 

Mr.  Griffin:    Yes,  your  Honor. 

Mr.  Moriarty :    Yes,  your  Honor. 

The  Court:     You  may  proceed,  Mr.  Keesling. 

Q.  (By  Mr.  Keesling) :  Mr.  Taylor,  you  have 
before  you  now  the  adding  machine  tape  for  De- 
cember, 1947,  Alpine?  A.     Yes. 

Q.  And  you  are  tracing  that  into  Mr.  Erickson's 
journal  for  the  income  tax  entry  there.  Would  you 
state  to  the  Jury,  I  think  it  is  on  page  4,  line  29, 
what  the  [4542]  entry  there  shows? 

A.  Payable  to  the  Collector  of  Internal  Revenue, 
$11,000,  and  it  shows  on  the  tape,  income  tax, 
$11,000. 

Q.  And  what  account  number  has  Mr.  Erickson 
charged  it  to  on  his  books?  A.     32. 

Q.     Account  32?  A.     Yes. 

Q.  And  that  is  the  Excise  Tax  account  on  the 
chart  ?  A.    Yes. 

Q.  Now,  you  have  already  traced  into  Exhibit 
A-124,  which  is  a  1948  tax— into  the  1948  ledger. 
I  show  you  this  one.  This  is  the  one  that  appears 
in  your  general  ledger  in  the  drawing  account,  is 
that  correct?  A.     Yes;  $10,784.42. 

Q.  Now,  for  the  year  1949,  would  you  take  the 
tape — that  is,  on  the  Issaquah — and  would  you 
trace  that  into  the  1949  Issaquah  journal  kept  by 
Mr.  Erickson? 
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I  think  you  will  find  that  under  March,  1949,  at 
page  1,  line  21. 

A.  Line  21,  Collector  of  Internal  Revenue,  $2,- 
360.96,  marked  income  tax  on  the  tape. 

Q.    And  what  account  number  on  the  tape? 

A.    33. 

Q.  And  does  it  show  an  account  number  there 
in  the  journal'? 

A.     It  does  not.  It  just  shows  income  tax. 

Q.  Now,  in  the  year — incidentally,  before  you 
close  that,  would  you  show  the  jury  the  columns  in 
Harold's  journals  the  adding  machine  tapes  were 
made  on?  The  adding  machine  tapes  refer,  do  they 
not,  to  the  miscellaneous  column,  and  the  sundries 
column  only? 

I  don't  mean  the  particular  tape,  but  the  tapes 
in  general?  A.     Yes,  the  tapes  cover 

Q.  (Interposing)  Would  you  show?  That  is  the 
first  column  under  Sundries  and  the  last  column 
under  Miscellaneous? 

A.  The  sundries  column,  under  my  finger  here, 
and  the  miscellaneous  column  is  here  (indicating). 

Q.  Now,  the  columns  in  his  journal  in  between 
the  first  and  the  last  entries,  what  are  the  headings 
of  those  columns? 

A.  Reading  them  straight  across  the  page,  you 
have  Bank,  Debit  and  Credit,  Sundries,  Debit  and 
Credit,  Accounts  Receivable,  Debit  and  Credit,  As- 
counts  Payable,  Debit  and  Credit,  Cash,  Debit  and 
Credit,  Sales,  credit,  Miscellaneous,  Debit,  Alpine 
Clearing  Account,  Debit  and  [4544]  Credit. 
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Q.  Now,  it  is  only  on  the  two  columns  of  sun- 
dries and  miscellaneous  that  Harold  made  adding 
machine  tapes,  is  that  right?  I  mean,  that  was  the 
usual  practice?  A.    Yes. 

Q.  But  on  the  other  columns  you  posted  directly 
from  his  journal  1  A.     The  footings,  yes. 

Q.    You  didn't  have  tapes  to  post? 

A.     Yes,  directly  to  a  controlling  account. 

Q.  As  an  example,  on  this  same  account  that  we 
were  referring  to,  this  drawing  account,  in  your 
ledger — it  is  Exhibit  272 — a  drawing  account  for 
Alpine  that  has  been  referred  to  under  1948,  the 
second  entry,  what  is  that  second  entry? 

A.     Well,  that  is  a  charge  to  Walter  Clark. 

Q.  And  you  just  now  traced  that  into  the  ac- 
counts receivable  of  Mr.  Erickson? 

A.     That  is  correct. 

Q.  And  you  post  that  to  your  ledger;  you 
wouldn't  post  that  account  receivable  from  a  tape, 
would  you? 

A.     Well,  unless  that  was  in  the  sundries  column. 

Q.  That  is  right,  but  it  was,  in  fact,  in  the  ac- 
counts receivable  column;  is  that  right?   [4545] 

A.    Yes. 

Q.  So,  you  took  it  from  his  journal,  did  you, 
from  his  accounts  receivable  column,  and  then  put 
it  in  your  ledger  from  there;  would  that  be  an 
example  of  how  the  accounts  receivable  are  posted? 

A.  At  times,  yes.  It  could  be,  and  sometimes  he 
made  me  a  tape  of  them. 

Q.    But  generally  it  was  the  practice  to  make 
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the  tapes  only  on  sundries  and  on  miscellaneous? 

A.  Yes.  As  a  rule,  there  were  not  many  entries 
in  the  accounts  receivable  column. 

Q.  Now,  would  you  take  the  year  194,5  and  the 
Issaquah  journal,  and  if  you  will,  check  page  1,  line 
14,  for  the  income  tax  item  there?  It  is  line  14, 
page  1,  of  March,  1945.  I  have  no  tapes  on  that. 

A.     It  is  on  line  14.  Is  that  the  one? 

Q.  Yes,  on  the  Issaquah  section,  page  one,  line 
14. 

A.  It  is  marked  Collector  of  Internal  Revenue, 
$6,721.42. 

Q.  And  to  what  account  did  he  charge  that  on 
his  books? 

A.    He  got  it  marked  accoimt  32. 

Q.  Now,  will  you  turn  to  the  Alpine  section  for 
the  year  1945,  and  take  January,  1945,  on  page  3, 
and  [4546]  line  16?  A.     Yes? 

Q.    What  do  you  find  there? 

A.     $5,713.44. 

Q.  And  the  amount  paid  to  the  Collector  of  In- 
ternal  Revenue  ? 

A.  Yes,  the  amount  paid  to  the  Collector  of  In- 
ternal Revenue. 

Q.  And  to  what  account  number  did  he  charge 
it?  A.    He  has  here  33. 

Q.     33  is  the  "Other  Taxes"  on  the  chart? 

A.     That  is  correct. 

Q.  Now,  will  you  turn  to  June,  1945,  page  1,  at 
line  9?  Would  you  just  read  the  entry  there,  please? 
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A.  He  has  got  Collector  of  Internal  Revenue, 
$5,000,  marked  "Income  Tax". 

Q.     And  is  it  charged  to  an  account    number? 

A.     No,  he  didn't  put  the  number  on  that. 

Q.  There  is  no  number  on  that.  Now,  will  you 
turn  to  November  of  the  same  year,  1945,  page  3, 
line  27? 

Mr.  Maxwell:    Is  this  Alpine  or  Issaquah? 

Mr.  Keesling:    This  is  Alpine. 

A.  Collector  of  Internal  Revenue,  $5,075.76, 
[4547]  marked  "Income  Tax." 

Q.  (By  Mr.  Keesling) :  And  what  account  num- 
ber did  you  charge  that  to? 

A.     Account  33. 

Q.  Now,  the  next  entry,  December,  1945,  would 
you  look  at  page  3  for  December,  1945? 

A.     What  line? 

Q.     Line  24,  page  3. 

A.  Collector  of  Internal  Revenue,  $291.52,  ac- 
count 33. 

Q.     Account  33?  A.    Yes. 

Q.  Now,  in  reference  to  the  1948  entries,  your 
entry  of  setting  up  the  drawing  account  in  Exhibit 
272  and  the  1948  tape,  do  you  have  that  up  there? 
It  is  a  separate  one.  A.    Yes. 

Q.  In  that  year,  you  took  the  income  tax  pay- 
ments from  his  miscellaneous  column  and  he  had 
charged  those  to  account  33,  that  business  account; 
that  is  right,  isn't  it? 

A.    Yes,  he  marked  the  income  tax. 

Q.    Yes;  then  you  set  up  a  separate  drawing  ac- 


2242  Hans  Forster  vs. 

(Testimony  of  L.  Hicks  Taylor.) 

count  and  placed  it  where  it  should  belong,  is  that 

right?  [4548] 

A.  I  moved  it  from  the  total  of  this  miscellane- 
ous and  posted  it  to  Hans  Forster  account,  because 
it  is  not  an  expense  item. 

Q.     As  a  matter  of  fact,  on  the  tape  itself, 

A.     (Interposing)    It  is  labelled. 

Q.  I  refer  to  A-124,  the  1948  account,  it  shows 
that  you  removed  the  total  amount  of  that  income 
tax  from  your  business  expense  items,  does  it  not  ? 

A.     That  is  correct. 

Q.  Now,  throughout  1945,  '6,  '7,  '8  and  '9,  from 
the  tapes  and  the  ledger  before  you,  it  is  apparent, 
is  it  not,  that  throughout  those  years,  Harold  kept 
charging  this  personal  expense  item  to  a  business 
account  number ;  isn't  that  true  ? 

A.     In  the  miscellaneous  column,  yes. 

Q.  In  the  miscellaneous  column;  as  a  matter  of 
fact,  if  in  that  1948  entry,  you  hadn't  pulled  it  out 
and  removed  it  from  business  expense,  it  would  have 
been  another  item  that  he  had  charged  as  business 
expense  when  in  reality  it  was  a  personal  expense; 
isn't  that  right?  A.     That  could  be  true. 

Q.  And  if  all  these  income  tax  payments  had 
gone  through  the  books  as  Mr.  Erickson  had  orig- 
inally charged  them,  to  account  33  or  32,  there 
would  have  been,  [4549]  would  there  not,  some  247 
thousand  dollars —  that  is  the  amount  of  tax  pay- 
ments paid  through  those  years — if  they  had  gone 
through  the  accounts  as  Erickson  set  them  up,  that 
amount  would  be  an  addition  charged  to  business  ex- 
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pense,  when  in  reality  it  was  personal  expense;  isn't 

that  right? 

A.  If  they  hadn't  of  been  removed  from  the 
tape,  yes. 

Q.  But,  when  it  came  to  you,  you  set  them  up  in 
a  drawing  account? 

A.     That  is  correct,  yes. 

Q.  Now,  isn't  this  a  good  example  of  your  state- 
ment, an  accountant  doesn't  just  merely  take  fig- 
ures out  of  the  subsidiary  books  and  put  the  same 
figures  in  the  filial  books  of  account,  the  ledger;  you 
testified,  I  believe,  that  he  must  analyze  and  see 
that  they  are  placed  in  the  right  place,  is  that 
correct  ? 

A.  Especially  when  something  is  labelled  as  this 
is,  "Income  Tax." 

Q.     That  is  what  I  mean. 

A.  When  it  is  labelled  properly,  we  put  it  under 
the  proper  account. 

Q.  In  other  words,  it  was  obvious  from  the  tapes 
and  his  books  that  here  he  was  charging  a  personal 
expense  to  a  business  account,  and  that  was  obvious 
to  you  and  [4550]  that  is  why  you  set  up  the  draw- 
ing account?  A.     That  is  correct. 

Q.  And  if  you  hadn't  put  it  in  a  drawing  ac- 
count, and  the  same  thing  occurred  over  all  the 
years,  there  would  be  another  $247,000  personal 
expenses  charged  to  business,  isn't  that  right? 

A.     It  is  possible. 

Q.  If  you  hadn't  caught  the  mistake  and  cor- 
rected it? 
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A.     There  wasn't  any  mistake  here. 

Q.     I  mean,  the  way  he  charged  it,  in  account  33? 

A.     That  wasn't  any  mistake. 

Q.     But  it  was 

Mr.  LeSourd:    (Interposing)     Let  him  answer. 

A.  (Continuing)  It  wasn't  a  mistake,  because  he 
labelled  each  one  of  these  what  they  are. 

Because  he  put  them  in  the  miscellaneous  column 
wouldn't  mean  it  was  a  mistake. 

Q.  (By  Mr.  Keesling)  :  My  point  is  that  through- 
out all  these  years,  he  put  the  account  number  as 
either  account  32  or  33,  and  as  you  stated,  both  of 
those  accounts  are  business  accounts;  that  is  right, 
isn't  it?  A.     Yes,  but [4551] 

Q.     (Interposing)     And,  further 

Mr.  LeSourd:  (Interposing)  Just  a  moment. 
Let  him  finish. 

A.  (Continuing)  He  writes  the  account  it  covers. 
He  has  "Real  Estate  Tax,  Unemployed  Tax,  Income 
tax,  and  Dues." 

Q.    (By  Mr.  Keesling) :    That  is  right,  but 

A.  (Interposing)  He  puts  in  the  proper  cap- 
tion on  this. 

Q.    But  he  put  the  incorrect  account  number? 

A.  The  mix-up  of  accounts  wouldn't  make  any 
difference  if  he  labels  it  what  it  is. 

Q.  Now,  throughout  these  years  in  view  of  the 
fact  that  he  was  charging  this  personal  expense 
item  to  either  Account  32  or  33,  he  was  charging 
that  to  business  and  did  it  never  occur  to  you  that 
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he  was  probably  charging  other  personal   expense 

ileitis  to  business? 

A.  No.  Here  is  a  list  with  the  list  of  the  nanus 
of  the  commodities. 

Q.     I  am  referring  only  to  Account  33. 

A.     32  and  33,  he  has  analyzed  them  himself. 

He  must  have  made  a  mistake  in  jotting  the  num- 
ber down,  but  he  has  income  tax  and  real  estate 
tax  properly  labelled.  [4552] 

Q.  That  is  right,  but  throughout  all  the  years  he 
improperly  put  down  one  of  two  things,  either  a 
business  account  32  or  business  account  33,  when 
in  reality  it  isn't  business  at  all,  it  is  a  personal 
account,  and  you  picked  up  the  mistake  in  1938  and 
changed  it  and  set  up  a  drawing  account  in  your 
ledger  to  make  that  correction? 

Mr.  Griffin:     1948. 

The  Court:    1948. 

Q.  (By  Mr.  Keesling  continuing)  :  1948,  excuse 
me. 

A.     Because  he  has  it  labelled  "Income  Tax". 

Q.     That  is  true.  A.     Yes. 

Q.     And  my  question  and  my  point  is: 

That  throughout  these  years  where  he  put  this 
label  of  a  business  account  on  a  personal  item,  it 
was  obvious  from  the  tapes  that  he  was  charging 
it  to  32  and  33,  business  accounts,  did  it  never 
occur  to  you,  where  this  involved  business  under 
income  tax,  forty-seven  thousand  over  the  years, 
didn't  it  ever  occur  to  you  that  he  was  making  the 
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same  mistake  by  posting  other  personal  items  to 

business  accounts? 

Mr.  Moriarty:  Object  to  the  form  of  the  ques- 
tion, It  is  argumentative  and  repetitious.   [4553] 

The  Court:  Well,  if  the  witness  understands  the 
question 

Mr.  Keesling:  (Interposing)  That  is  my  last 
question. 

A.  For  the  simple  reason  that  the  numbers  were 
only  for  Harold's  convenience — the  ledger  here  pre- 
sents everything  I  got  to  the  name  of  the  account, 
the  name  of  the  account,  when  he  put  it  down  here, 
that  was  correct.  The  number  didn't  count.  I  didn't 
have  any  numbers  up  there.  I  didn't  go  by  num- 
bers. I  went  by  the  name  of  the  account,  and  he 
always  labelled  the  name  of  the  account  on  here. 

Q.  (By  Mr.  Keesling)  :  Then,  as  far  as  you 
were  concerned,  the  number  had  nothing  to  do  with 
it? 

A.     No,  it  was  for  his  convenience  in  his  work. 

Q.  In  this  particular  instance,  he  had  both  a 
number  and  a  label,  but  he  labelled  it  correctly;  he 
labelled  the  income  tax  part  of  it  correctly,  and  the 
account  number,  32  or  33,  incorrectly? 

A.     Well,  I  paid  no  attention  to  the  numbers. 

Mr.  Keesling:    I  have  no  further  questions. 

The  Court:  Mr.  LeSourd,  do  you  want  to  go  on 
redirect,  or 

Mr.  LeSourd:  (Interposing)  I  suggest  that  the 
rest  [4554]  of  the  cross  be  completed  before  redi- 
rect, your  Honor. 


United  SI  ales  of  America  2247 

(Testimony  of  L.  Hicks  Taylor.) 

The  Court:    All  right. 

Cross  Examination 

Q.  (By  Mr.  Obenour) :  Mr.  Taylor,  do  you  re- 
call the  name  of  the  Assistant  United  States  Attor- 
ney to  whom  you  referred  as  handling  the  case  in- 
volving your  personal  income  tax? 

A.     It  was  Mr.  Sageer,  I  think. 

Q.  Yes;  at  the  time,  I  believe  it  was  March  2d, 
when  you  entered  your  plea,  March  2,  1950,  I  be- 
lieve you  stated  that  you  had  heard  nothing  about 
any  contemplated  action  against  Mr.  Forster;  is 
that  correct? 

March  2,  1950,  is  that  the  date  you  entered  your 
plea  in  Tacoma? 

A.  Yes;  I  hadn't  heard  anything  contemplated 
as  to  Mr.  Forster. 

Q.  And  similarly,  when  you  received  your  sen- 
tence, April  25,  1950,  you  heard  of  no  action  con- 
cerning Mr.  Forster? 

A.  When  you  say  "action,"  Mr.  Marx  had  called 
Mr.  Forster  on  the  21st.  That  is  all  I  had  informa- 
tion on.  [4555] 

Q.  And  similarly,  in  the  conference,  October 
25th,  you  had  not  heard  that  charges  were  brought 
against  Mr.  Forster?  A.     27th. 

Q.     26th;  was  that  the  date? 

A.  As  I  understand  you,  "Charges"  or  that  I 
knew  that  he  was  being  audited? 

Q.  No;  of  any  charges  being  brought  against 
him  ?  A.     No,  I  had  heard  of  no  charges. 

Q.     And  disposition  of  the  case  involving  your 
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personal  income  taxes  and  the  manner  in  which  it 
was  disposed  of  had  nothing  to  do  with  your  par- 
ticipation as  a  party  in  this  case? 

A.    Not  at  all,  no. 

Q.  Involving — referring  now — to  the  interest  of 
Mr.  Forster,  and,  as  I  understand  it,  you  stated  you 
believed  he  was  giving  you  net  interest,  is  that 
correct  ? 

A.  I  believe  he  was  giving  me  his  total  actual 
earned  interest. 

Q.     Net  interest,  you  would  refer  to  it? 

A.  I  would  say,  if  he  had  one  type  of  business 
interest  paid  out,  and  one  type  received,  he  would 
take  what  he  paid  out  or  what  he  received,  because 
this  return  does  not  call  for  detail.  [4556] 

The  Clerk:  Plaintiff's  Exhibit  288  marked  for 
identification. 

(Plaintiff's  Exhibit  No.  288  marked  for  iden- 
tification.) 

Q.  (By  Mr.  Obenour)  :  Are  you  familiar  with 
the  instruction  sheets  that  accompany  the  income 
tax  forms.  Mr.  Taylor? 

A.     Well,  I  think  I  am. 

Q.  Handing  you  what  has  been  marked  as  Plain- 
tiff's Exhibit  288  and  referring  to  the  second  sec- 
tion, can  yon  tell  the  Court  what  that  is? 

Mr.  LeSourd:  Objected  to,  your  Honor.  It  is 
not  in  evidence. 

Mr.  Obenour:  I  am  asking  for  identification  at 
this  time. 

Mr.  LeSourd:    I  am  sorrv. 
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A.  Well,  this  appears  to  be  1945  instructions  for 
Form  1040. 

Q.  (By  Mr.  Obenour)  :  Which  is  the  income 
tax  form?  A.    Yes. 

Mr.  Obenour:  We  offer  it  at  this  time,  if  the 
court  please. 

Mr.  Griffin:    We  have  no  objection. 

(Whereupon,  there  was  a  brief  pause.) 

Mr.  LeSourd:  Well,  if  your  Honor  please,  this 
is  a  rather  unusual  way  of  proving  what  the  num- 
ber is,  if  that  is  what  is  sought.  I  have  no  objec- 
tion to  it. 

The  Court:  Exhibit  288,  you  have  no  objection? 
Exhibit  288  for  identification  may  be  admitted. 

(Plaintiff's  Exhibit  No.  288  admitted  in  evi- 
dence.) 

Mr.  Obenour:  If  the  Court  please,  I  would  ask 
to  read  the  Jury  the  instructions  pertaining  to  in- 
terest as  shown  in  this  instruction  sheet  for  the 
year  1945. 

Mr.  LeSourd:  If  Counsel  also  brings  out  from 
the  document  that  this  pertains  to  personal  interest. 

The  Court:    Is  that 

Mr.  Obenour:  It  would  be  reading  the  instruc- 
tions referring  to  dividends  and  interest  that  we 
have  been  referring  to  in  this  examination. 

The  Court:    It  refers  to  personal? 

Mr.  Obenour :    For  individual  income  tax  returns. 

The  Court:  For  individual  income  tax  returns, 
you  may. 

Mr.  Obenour:  The  title  is  "1945  Instructions  for 
Form  1040,  U.S.  Individual  Income  Tax  Returns, 
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General  Instructions,"  and  on  the  second  page,  the 
third  paragraph,  under  instructions  for  page  one 
of  Form  1040,  paragraph  [4558]  three: 

"Dividends  and  interest:  Enter  the  total  of  any 
dividend  or  interest  unless  wholly  exempt  from  tax. 
See  General  Instructions  under  'Exclusions  From 
Gross  Income'." 

And  the  rest  of  the  paragraph  refers  to  things 
not  in  issue  here. 

Q.  (By  Mr.  Obenour)  :  Now,  I  would  ask  you, 
Mr.  Taylor,  to  examine  this  paragraph  referring  to 
dividends  and  interest,  and  what  is  the  only  word 
italicized  in  that  entire  paragraph? 

A.  Well,  it  says  "Total":  "*  *  *  *  Total  of  any 
dividends  or  interest  unless  wholly  exempt  from 
tax." 

Q.  And  the  word  "Total"  is  the  only  word  itali- 
cized in  the  instructions,  is  that  correct  ? 

A.     That  is  correct. 

Q.  And  were  those  instructions  continued 
throughout  the  period  of  the  Indictment,  1946,  '7, 
'8  and  '9?  A.    Yes. 

Mr.  Obenour:  May  I  have  Exhibit  286  and  281, 
please?  [4559] 

(Whereupon,  documents  were  handed  to  Mr. 
Obenour  by  the  Clerk.) 

Q.  (By  Mr.  Obenour) :  Now,  Mr.  Taylor,  I  be- 
lieve you  stated  that  concerning  this  sale  of  the 
Denny  Regrade  property  to  Mr.  Morris,  that  you 
handled  the  transaction  and  computed  the  amounts 
that  were  involved;  is  that  correct? 
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A.     I  presume  I  did,  yes. 

Q.  And  there  is  in  evidence  A-81,  is  there  not, 
a  receipt  that  was  given  for  $500  paid  by  Mr.  Mor- 
ris as  an  advance  payment  upon  the  Denny  Re- 
grade  property? 

A.     May  I  examine  that  receipt,  please? 

Q.     Yes,  sir.   We  are  looking  for  it  now. 

(Whereupon,   document  was  handed  to   the 
witness  by  Mr.  Obenour.) 

Q.  (Continuing)  Handing  you  Defendants'  Ex- 
hibit A-81,  does  that  not  show  that  you  received 
$500  down  payment  from  Mr.  Morris  as  an  advance 
payment  of  a  price  of  $15,500  upon  this  property 
to  which  we  are  referring? 

A.  It  was  my  recollection  that  this  instrument 
was  never  completed.  I  am  just  quoting  from  mem- 
ory, that  both  of  these  were  in  my  file,  and  that  this 
pas  never  actually  consummated. 

Q.  Was  there  a  payment  of  $500  in  advance  by 
Mr.  [4560]  Morris? 

A.     That  I  do  not  remember. 

Q.    Did  you  receive  the  $500? 

A.     No,  I  did  not  receive  it. 

Q.  Do  you  know  whether  or  not  it  was  paid  to 
Mr.  Forster  ?  A.     That  T  do  not  know. 

Q.  Now,  Exhibit  286,  I  believe  you  stated,  and 
I  hand  you  Exhibit  286,  which  is  the  note,  and  I 
believe  your  testimony  was  that  those  computations 
of  figures  on  the  back  of  that  exhibit  were  in  your 
handwriting?  A.     That  is  correct. 
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Q.  And  it  shows  the  first  item  of  a  total  of 
$15,500?  A.    Yes. 

Q.  And  the  next  is  an  advance  of  $500  which 
is  subtracted  from  $15,500?  A.    Yes. 

Q.  Then  you  gave  Mr.  Morris  a  credit  of  $500 
upon  the  price  of  $15,500? 

A.     Yes,  on  the  agreed  contract. 

Q.    Leaving  a  balance  of  $15,000?  A.     Yes. 

Q.  And  then  your  computation  shows  Notes, 
$12,680;  is  that  correct?  [4561] 

A.     Yes,  that  shows  up  here. 

Q.  And  that  is  the  same  figure  you  used,  which 
is  the  unpaid  balance  of  the  computation  on  the 
note  from  Mr.  Forster  to  Mr.  Morris? 

A.     Correct. 

Q.  And  to  that  figure  of  $12,680  is  added  the 
figure  $32.00  for  the  note  stamps? 

A.    Revenue  stamps. 

Q.  And  that  is  the  amount  of  stamps  required 
for  the  transfer  of  this  property? 

A.  I  don't  know.  That  was  the  amount  allowed 
here. 

Q.  And  you  credited  Mr.  Morris  with  the  pay- 
ment of  that?  A.    Yes. 

Q.  So  that  you  took  the  total  of  $12,712  and 
that  was  subtracted  then  from  the  fifteen  thousand? 

A.    Yes. 

Q.  So  that  Mr.  Forster  was  credited  with  fifteen 
thousand  six  hundred  eighty  dollars  and  you  gave 
Mr.  Morris  credit  for  the  tax  stamps,  and  that  left 
$2,288?  A.    Yes. 
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Q.     And  Mr.  Forster  received  that  money? 

A.  I  believe  he  did.  I  believe  I  have  seen  it 
somewhere. 

Mr.  Obenour:    May  I  have  Exhibit  71? 

Q.  (By  Mr.  Obenour) :  Would  you  add  the  total, 
please,  handing  you  Exhibit  A-118  for  the  total  of 
the  stamps  as  shown  on  that  photostat  of  the  deed? 

A.    $32.55. 

Q.  So  that  is  within  55  cents  of  the  figure  you 
used? 

A.  I  probably  called  the  County  Auditor  and 
asked  him  what  the  stamps  would  be,  on  a  deed 
for  $14,500. 

Q.  And,  handing  you  Plaintiff's  Exhibit  71,  the 
second  page,  under  date  of  March  2,  1946,  the  third 
item  down,  what  is  that  item,  please? 

A.    $2,288. 

Q.  And  is  that  the  same  figure  that  you  have 
for  your  balance?  A.     Exactly. 

Q.     And  what  is  the  name  opposite? 

A.     Frank  L.  Morris. 

Q.  So  that  Mr.  Forster  then  received  the  entire 
amount  of  $15,000,  to  the  best  of  your  knowledge? 

A.     May  I  have  that?  [4563] 

Q.     Pardon  me;  is  that  correct? 

A.  That  is  correct.  I  believe  I  testified  that 
there  was  $15,500  credited. 

Q.  And  the  entire  amount  was  then  received  by 
Mr.  Forster?  A.     That  is  right. 

Q.  Handing  you  Plaintiff's  Exhibit — rather,  De- 
fendants' Exhibit  A-63,  this  was  an  audit  report 
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submitted  by  you,  December  31,  1932,  I  believe,  is 

that  correct? 

Mr.  LeSourd :  If  your  Honor  please,  I  don't  like 
to  object  all  the  time,  but  I  want  to  be  sure  to 
preserve  our  record  on  these  matters,  that  we  feel 
are  beyond  the  scope  of  the  direct  and  irrelevant 
and  immaterial,  and  I  want  to  object  to  this  at  this 
time  for  that  purpose,  and  may  I  have  a  continuing 
objection  to  it? 

The  Court :  I  might  say  your  objection  was  with- 
drawn on  Exhibit  A-64. 

Mr.  LeSourd:    Yes,  that  is  right;  I  am  sorry. 

The  Court:  If  you  want  to  make  objection  to 
other  matters,  you  may. 

Mr.  LeSourd:    Yes,  thank  you. 

Q.  (By  Mr.  Obenour)  :  That  is  your  audit  re- 
port that  you  prepared  for  Mr.  Forster  in  1932? 

A.     Yes.  [4564] 

Q.  I  believe  you  stated  that  it  was  quite  de- 
tailed? A.     Yes. 

Q.     That  was  a  complete  audit  report? 

A.     Yes,  a  complete  audit  report. 

Q.  Did  you  explain  each  of  those  items  to  Mr. 
Forster  ? 

A.     It  is  pretty  hard  to  remember,  Mr.  Obenour. 

Q.    You  discussed  it  with  Mr.  Forster? 

A.     Well,  it  is  my  recollection  that  I  did. 

Q.     Did  he  ask  you  any  questions  concerning  it? 

A.     I  am  afraid  that  is  too  far  back  to  remember. 

Q.  Do  you  have  any  reason  to  believe  that  he 
did  not  understand  your  report? 
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A.  Well,  I  thought  that  he  understood  it  when 
he  looked  at  it. 

Q.  And  you  continued  to  make  reports  to  Mr. 
Forster  through  the  year  1950? 

A.     Not  audit  reports. 

Q.     Not  audit  reports?  A.     No. 

Q.    But  you  continued  to  make  reports? 

A.    Profit  and  loss  statements  and  balances. 

Q.  And  then  after  first  having  submitted  [4565] 
the  audit  reports  of  1932,  they  then  were  limited 
to  balance  sheets  and  profit  and  loss  statements  in 
the  years  of  the  Indictment  and  to  1950? 

A.    Yes. 

Q.  That  was  because,  was  it  not,  Mr.  Forster 
was  interested  in  two  things,  one  what  he  had,  what 
he  owned,  and  what  he  was  making? 

A.  Well,  I  would  assume  that  that  would  be 
what  he  was  expecting  to  receive. 

Q.  And  that  would  be  the  information  that  he 
would  be  receiving  each  month  in  your  balance 
sheets  and  profit  and  loss  statements? 

A.    Yes,  taken  from  the  general  ledger. 

Q.    And  you  discussed  each  with  him? 

A.  Oh,  I  think  most  of  the  time  we  discussed 
them. 

Q.  And  then  was  there  any  reason  to  believe 
that  he  did  not  understand  that;  any  of  the  items 
you  have  on  your  balance  sheet  or  profit  and  loss? 

A.  Well,  I  always  felt  that  he  knew  what  they 
meant. 

Q.     Now,  handing  you  Defendants'  Exhibit  A-91, 
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which  I  believe  you  stated  was  a  report  of  the  Al- 
pine Dairy  operations  for  the  ten-year  period,  1938 
to  1947,  is  that  correct?  [4566] 

The  Court:    What  number  is  that? 

Mr.  Obenour:    A-91,  sir. 

Q.     (By  Mr.  Obenour)  :    Did  you  get  it?   A-91? 

A.  Mr.  Obenour,  I  guess  I  didn't  follow  your 
question. 

Q.     What  is  that  document? 

A.  Well,  this  appears  to  be  Alpine  Dairy  opera- 
tions, profit  and  loss  for  a  ten-year  period,  1938  to 
1947. 

Q.  And,  as  I  understand  your  testimony,  it  was 
that  you  prepared  that  document  from  the  tax  re- 
turns of  Mr.  Forster,  is  that  correct? 

A.  It  is  my  recollection  I  stated  that  I  prepared 
them  from  the  tax  returns. 

Q.     And  who  requested  this  particular  report? 

A.     I  am  not  certain  whether  the  bank  did  or  not. 

Q.     It  was  submitted  to  Mr.  Forster? 

A.     Well,  Mr.  Forster  saw  it,  yes. 

Q.     Did  you  explain  it  to  him? 

A.  Well,  I  don't  know  that  there  was  any  great 
explanation  but  all  the  figures  were  here. 

Q.  Did  he  know  that  it  was  prepared  from  his 
tax  returns? 

A.  Oh,  that  I  don't  know;  I  think  I  might  have 
told  him.  [4567] 

Q.  Could  it  be  that  Mr.  Forster  was  interested 
in  what  ho  wns  showing  on  his  tax  returns,  rather 


United  States  of  America  2257 

(Testimony  of  L.  Hicks  Taylor.) 

Ui.-ui  what  he  was  showing  on  his  hooks  or  what  his 

books  would  indicate  to  be  his  profit  '. 

A.    Maybe  I  don't  quite  get  the  sens* 

Mr.  Griffin:  (Interposing)  I  object  to  the  form 
of  that  question.  It  is  argumentative,  and  sugges- 
tive,  and  a  conclusion,  and  speculative.  If  he  knows, 
I  have  no  objection. 

The  Court:    Objection  sustained  as  to  form. 

Q.  (By  Mr.  Obenour) :  Now,  you  have  testified, 
I  believe,  Mr.  Taylor,  that  the  various  statements 
of  balance  sheets  and  financial  statements,  particu- 
larly A-65,  A-92  and  A-93,  and  A-94,  and  A-95  and 
A-97,  and  A-99,  and  A-100,  were  all  prepared  by 
you?  A.     Might  I 

Q.    Yes,  sir. 

(Whereupon,  documents  were  handed  the 
witness  by  Mr.  Obenour.) 

Q.  (Continuing)  And  they  were  prepared  dur- 
ing the  '30 's;  would  you  verify  that? 

A.  A-65  is  a  balance  sheet  and  profit  and  loss 
statement  as  of  December  31,  1935,  prepared  for 
the  Peoples  Bank  and  Trust.  Company. 

A-92  is  a  balance  sheet  and  profit  and  loss  [4568] 
statement  of  the  Tssaquah  Creamery  Company  pre- 
pared as  of  December  31,  1933,  prepared  by  me. 

The  Court:    That  is  what  you  want  to  know? 

Mr.  Obenour:    Yes. 

A.  (Continuing)  A-93  is  Issaquah  Creamery  bal- 
ance sheet  and  profit  and  loss  statement  as  of  De- 
cember 31,  1934.    It  was  prepared  by  me. 
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A-94  was  a  statement  given  to  the  Issaquah  State 
Bank,  December  30,  1935,  prepared  by  me. 

A-95  is  a  statement  as  to  December  31,  1935,  to 
give  to  the  First  National  Bank  of  Stanwood,  pre- 
pared by  me. 

Exhibit  A-99  is  a  balance  sheet  of  the  Issaquah 
Creamery  Company  as  of  December  31,  1938,  pre- 
pared by  me. 

A-100  is  a  balance  sheet  and  profit  and  loss  state- 
ment and  a  number  of  work  sheets  attached  to  it, 
prepared  by  me. 

Q.  (By  Mr.  Obenour)  :  These  were  all  prepared 
during  the  '30  's?  A.    Yes. 

Q.  I  believe  you  described  these  as  being  pre- 
pared during  critical  times  for  Mr.  Forster,  is  that 
correct  ?  A.    Yes. 

Q.  You  discussed  each  of  them  with  Mr.  For- 
ster? [4569] 

A.     It  is  my  recollection  that  I  did. 

Q.  What  was  Mr.  Forster  drawing  from  Issa- 
quah Creamery  during  these  critical  times? 

A.  As  of  December  31,  1938,  his  salary  was  eigh- 
teen thousand  dollars. 

Q.  And  prior  to  that,  it  had  been  ten  thousand 
five  hundred  dollars? 

A.     To  the  best  of  my  recollection,  yes. 

Q.     And  was  this  salary  voted  for  Mr.  Forster? 

A.     Well,  I  believe  so.  As  far  as  I  remember. 

Q.     By  whom? 

A.  By  the  Issaquah  Creamery  Company,  Incor- 
corporated. 


United  States  of  America  2259 

(Testimony  of  L.  Hicks  Taylor.) 

Q.    And  of  whom  did  that  consisl  '. 

A.  Mr.  Forster,  and  I  was  a  qualified  share- 
holder acting  as  secretary  and  director. 

Q.  So  that  it  was  you  and  Mr.  Forster  that  voted 
this  salary  for  Mr.  Forster? 

A.  Well,  I  probably  said  "Aye",  but  I  wasn't 
very  strong  in  there. 

Q.     Was  it  voted  at  all  ? 

A.     I  think  so. 

Mr.  LeSourd:  Just  a  moment.  I  will  object  as 
irrelevant  and  immaterial. 

The  Court:    Objection  sustained. 

Mr.  Obenour:  If  the  Court  please,  I  go  on  the 
basis  of  prior  testimony  that  this  man  has  made 
[4570]  concerning  the  effect  of  voting  salaries. 

The  Court:  I  don't  think  it  is  material.  You 
object  to  it. 

Mr.  LeSourd:    Yes,  sir. 

Mr.  Obenour:  I  would  ask  one  more  question,  if 
the  Court  please,  as  to  whether  this  salary  was 
being  voted,  if  that  is  why  it  was  included  as  such 
on  the  tax  return.  In  effect,  that  is  what  he  stated 
was  the  effect  on  the  Renton  salary. 

The  Court:  I  don't  follow  you.  Do  you  want  to 
say  it  again? 

Mr.  Obenour:  He  stated  that  the  reason  the  sal- 
ary was  or  wasn't  included  as  pertaining  to  Renton 
was  because  Forster  was  not  voted  while  Baskett 
and  Schneider  were,  and  I  am  asking  if  this  is  the 
same  basis  he  allowed  the  Issaquah  salary. 

The  Court:    Well,  objection  sustained. 
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Q.  (By  Mr.  Obenour) :  Why  was  the  salary  of 
$10,500  voted  during  these  critical  times,  Mr. 
Taylor? 

Mr.  LeSourd:  Objected  to  as  irrelevant  and  im- 
material. 

The  Court:    Objection  sustained. 

Q.  (By  Mr.  Obenour) :  The  effect  of  this  ten 
thousand  five  hundred  [4571]  dollars  salary  was  to 
reduce  the  profit  of  the  company  during  this  time, 
was  it  not? 

Mr.  LeSourd:    Same  objection,  your  Honor. 

The  Court:     Sustain  the  objection. 

Q.  (By  Mr.  Obenour)  :  I  believe  you  stated  Mr. 
Forster  did  not  draw  this  salary  during  this  time, 
did  you? 

A.  To  the  best  of  my  recollection,  sometimes  he 
didn't  draw  it  all. 

Q.  In  fact,  that  was  the  basis  of  some  adjust- 
ment you  made  in  some  of  these  exhibits  and  state- 
ments that  you  prepared? 

A.     Yes,  for  credit  purposes. 

Q.  I  believe  you  stated  he  drew  $300  a  month 
during  this  time? 

A.  Well,  I  don't  remember  exactly  what  he  was 
drawing. 

Q.  But  the  figure  of  the  salary  of  10-5  was  car- 
ried through  those  years  until  it  was  raised  to 
eighteen  thousand  ? 

A.     Yes,  I  think  that  is  true. 

Q.  And  whether  you  used  the  figure  of  10-5  for 
his  salary,  or  what  he  actually  drew,  the  amount  of 
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thirty-six  hundred,  the  difference  in  those   figures 
tnade    the    difference    in    your   calculations    as   to 
whether  the  [4572]  company  showed  a  profit  or  lo 
isn't  that  correct? 

Mr.  LeSourd:  Objected  to  as  irrelevant  and  im- 
material. 

The  Court:    Was  that  item  covered? 

Mr.  Obenour:  Yes,  sir;  we  would  go  into  that 
in  detail  here  with  these  exhibits  as  it  was  on  the 
examination  on  the  difference  in  the  exhibits.  Mr. 
Griffin,  in  introducing  these  exhibits 

Mr.  LeSourd:  (Interrupting)  Maybe  I  am  con- 
fused as  to  counsel's  purpose. 

The  Court:  Yes.  I  don't  know  that  the  intro- 
duction of  these  exhibits  permits  a  detailed  ex- 
amination of  various  items  in  them,  unless  they 
are  related  to  the  period  covered.  That  wasn't  the 
purpose  of  their  admission. 

Mr.  Obenour:  It  is  my  understanding,  if  the 
Court  please,  it  was  shown  on  the  examination  by 
Mr.  Griffin  that  these  adjustments  were  made. 

The  Court:  I  think,  on  the  drawing  account, 
there  was  some  testimony. 

Mr.  Obenour:  That  is  to  what  I  was  referring, 
the  salary  which  was  actually  charged,  which  was 
the  basis  of  his  adjustment  in  these  balance  sheets, 
as  compared  to  the  salary  he  really  reeeiv 

Mr.  Griffin:  My  purpose  on  that,  if  the  Court 
[4573]  please,  was  to  show  that  there  was  a  place  to 
charge  personal  items.  I  didn't  go  into  the  matter 
of  salary. 
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Mr.  LeSourd:  I  would  have  no  objection  to  this, 
your  Honor,  if  it  went  to  the  matter  which  I  think 
was  covered  before,  the  fact  that  undrawn  salaries 
were  taken  out  of  the  statements  that  went  to  the 
bank  when  they  wanted  to  show  what  the  actual 
credit  situation  was,  but  I  am  confused  as  to  what 
counsel  is  attempting  to  go  into  here. 

The  Court:  Well,  I  am  not  clear  what  the  idea 
is,  either.  The  Court  will  sustain  the  objection. 

Q.  (By  Mr.  Obenour)  :  What  is  the  purpose  of 
a  balance  sheet,  Mr.  Taylor  ? 

A.  A  balance  sheet  is  to  show  the  assets  and 
liabilities,  and  the  assets  and  fixed  assets  of  a  com- 
pany, less  liabilities,  to  develop  a  net  worth. 

Q.  To  show  what  a  person  or  a  company  is  ac- 
tually worth,  is  that  correct? 

A.     That  is  correct. 

Q.     A  man  can  own  just  so  much,  can't  he? 

A.     Well, 

Q.    (Interposing)     Of  fixed  amount? 

The  Court:    What  is  the  question  now?  [4574] 

Q.  (By  Mr.  Obenour  continuing) :  A  man  owns 
just  so  much  property,  is  that  not  true? 

Mr.  LeSourd:    Objection. 

The  Court:    Objection  sustained. 

Q.  (By  Mr.  Obenour  continuing) :  You  stated 
that  these  balance  sheets  show  many  stories,  accord- 
ing to  the  purpose? 

A.  Did  I  say  "many  stories"?  I  meant  to  say 
that  they  have  purposes. 
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Q.  And  they  show  a  different  story  with  each 
purpose. 

A.  Well,  I  might  explain  that  slightly,  that 
people  try  to  obtain  credit  from  the  bank  and  bor- 
row, and  the  bank  is  not  interested  in  income  tax 
figures;  they  are  interested  in  market  value,  and 
many  times,  statements  that  are  given  to  banks  do 
not  agree  with  the  books  of  a  bank  depositor,  be- 
cause he  is  giving  a  market  value. 

Q.  What  is  the  purpose  of  a  profit  and  loss 
statement  ? 

A.  That  is  to  show  what  a  man's  operating 
profits  are  for  the  period. 

Q.  Take  the  amount  of  money  he  received  and 
subtract  the  amount  of  money  he  spent,  and  that 
shows  a  profit  and  loss? 

A.  That  is  in  a  sense  it,  unless  you  have  what 
[4575]  they  call  revolving  figures,  such  as  inventory. 

Q.  Now,  these  tell  many  stories,  too,  according 
to  their  purpose? 

A.  Profit  and  loss  statements  do  not  tell  many 
stories,  no. 

Q.     They  do  not  tell  many  stories'? 

A.     No,  they  tell  one  story,  as  a  rule. 

Q.     They  tell  one  story,  as  a  rule  ?  A.   Yes. 

Q.  Now,  the  Government  is  concerned,  is  it  not, 
with  a  man's  profit  and  loss  statement? 

A.  That  is  the  principal  thing  they  are  inter- 
ested in. 

Q.    And  they  are  interested  in  exactly  the  same 
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figure,  are  they  not,  that  the  bank  is  interested  in 

in  the  profit  and  loss  statement? 

A.     That  is  true. 

Q.  Where  did  you  get  the  figures  for  your  state- 
ment in  these  exhibits  that  you  have  there? 

A.  They  were  taken  from  the  books,  and  pos- 
sibly some  appraisals  put  into  some  of  the  things. 

The  Court :    When  you  referred  to  "these", 

Mr.  Obenour:  (Interposing):  Exhibits  previ- 
ously referred  to. 

The  Court :  Profit  and  loss  statements  and  [4576] 
balance  sheets  for  the  1930  period? 

Mr.  Obenour:    Yes. 

A.  I  might  read  to  you  from  Exhibit  94  a  little 
footnote  that  might  give  you  a  little  thought  on 
this.  This  is  a  balance  sheet  of  November  30,  1935, 
given  to  the  Issaquah  State  Bank.  The  milk  routes 
which  have  been  developed  in  the  natural  operation 
of  the  business,  many  times  you  can't  sit  down  and 
say  a  route — I  have  spent  so  much  over  six  months' 
time,  and  make  a  route  for  300  customers,  in  six 
months'  time,  that  starts  in  with  100.  That  route  is 
worth  more  money,  so  Mr.  Forster,  being  familiar 
with  those  things,  placed  an  appraisal  on  his  routes, 
and  I  made  a  footnote  here  for  the  Issaquah  State 
Bank,  "Milk  routes  have  been  increased  $20,000  to 
actual  value  and  surplus  credited." 

In  other  words,  to  make  a  balance  sheet,  if  you 
put  it  on  one  side,  you  have  to  put  it  on  the  other, 
so  surplus  was  credited  with  this  $20,000  to  show 
that  Mr.  Forster  felt  that  his  routes  were  worth 
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$20,000  more  than  appeared  on  the  books,  so  while 

he  lias  no  definite  profit,  he  is  putting  a  value  on 
them  for  loan  purposes. 

Q.  (By  Mr.  Obenour)  :  You  got  the  figures  for 
the  statement  from  the  books  (  [4577] 

A.  It  is  my  recollection  that  they  were  always 
taken  from  the  books. 

Q.  And  were  they  all  prepared  for  the  purpose 
of  showing  the  bank,  Bank  of  Stanwood,  Peoples 
Bank,  Issaquah  State  Bank? 

A.     That  was  the  critical  period  we  mentioned. 

Q.  Profit  and  Loss  should  be  the  same  way,  sub- 
mitted to  the  bank,  or  submitted  to  the  Government, 
is  that  correct? 

A.     As  a  rule  they  agree. 

Q.  Would  you  take  Exhibit  92,  please,  and  what 
purpose  was  that  prepared  for,  that  exhibit  ? 

The  Clerk:    A-92. 

Q.    (By  Mr.  Obenour  continuing)  :    A-92. 

Mr.  LeSourd :  It  will  be  understood,  your  Honor, 
that  our  previous  objection  to  this  line  of  testimony 
and  the  exhibits  continues  at  this  time  as  to  inquiry 
by  counsel  for  the  Government?  We  objected  to 
these  exhibits  when  they  came  in  as  being  irrelevant 
and  beyond  the  scope  of  the  direct  examination,  and 
I  assume,  having  been  entered  once  over  our  ob- 
jection, now  everyone,  including  ourselves,  will  have 
to  go  in  and  explain  them,  but  I  think  for  the  record 
we  should  have  our  objection  continue.  [4578] 

The  Court:  The  objection  may  show.  If  the  Gov- 
ernment has  no   objection,   you   may  have   a   con- 
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tinning  objection  on  that  ground,  and  if  there  is  any 

specific  objection  to  a  question,  you  will  raise  it. 

Mr.  LeSourd:    Yes. 

The  Court:  Your  objection  then  will  go  to 
those  matters  to  which  you  objected. 

Mr.  Moriarty:  You  mean  the  examination  on  the 
exhibits;  is  that  what  you  mean,  Mr.  LeSourd? 

Mr.  LeSourd:  Yes,  the  examination  on  all  these 
early  years  that  we  feel  are  not  a  part  of  the  case. 

Q.  (By  Mr.  Obenour  continuing)  :  What  is  A-92 
please,  sir? 

A.  A-92  is  a  balance  sheet  and  profit  and  loss 
statement  as  of  December  31,  1933. 

Q.  What  is  the  purpose  for  which  that  balance 
sheet  and  profit  and  loss  statement  were  prepared? 

A.  Just  examining  it,  I  would  say  that  it  was 
just  the  regular  year-end  statement. 

Q.  That  was  the  one  that  was  used  in  the  pre- 
paration of  the  tax  returns? 

A.  Well,  not  seeing  the  tax  return,  I  presume 
it  is. 

Q.     The  one  for  the  year-end? 

A.     That  would  be  given [4579] 

Q.  (Interposing)  Would  you  take  Exhibit  95, 
please?  And  would  you  hold 

The  Court:     (Interposing)    A-95?  | 

Mr.  Obenour:    A-95,  yes,  sir. 

Q.  (By  Mr.  Obenour  continuing)  :  Would  you 
keep  that  A-92  out  now,  please,  for  the  profit  you 
show  there?  A.     Yes. 

Q.     What  is  that  document? 
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A.  This  was  a  document  prepared  for  the  First 
National  Bank  of  Stanwood. 

Q.  And  that  is  on  the  outside  page  of  this  Ex- 
hibit A-95?  A.     That  is  right. 

Q.  On  the  inside  of  that  page,  you  have  nel 
profits,  do  you  not,  and  a  figure  for  the  year  1932; 
what  is  the  net  profit  you  show  on  Exhibit  A-95  I 

A.     Again,  I  must  call  your  attention 

Q.     (Interposing)     What  is  the  figure,  please? 

A.     (Continuing)      that   this   was  made   for 

credit  purposes,  and  I  will  explain  it. 

Q.     Would  you  please  answer  the  question? 

Mr.  LeSourd:  Mr.  Obenour,  was  your  question 
for  the  year  1932? 

Mr.  Obenour:    1933.  [4580] 

Mr.  LeSourd:    1933. 

A.     This  statement 

Mr.  Obenour:  If  the  Court  please,  I  ask  that 
this  witness  answer  the  question,  please. 

The  Court:     Mr.  Reporter,  read  the  question. 
(Whereupon,  the  following  was  read  by  the 
reporter.) 

"Q.  On  the  inside  of  that  page  you  have  net 
profits,  do  you  not,  and  a  figure  for  the  year  1932; 
what  is  the  net  profit  you  show  on  Exhibit  A-9f> ! 

"Q.     What  is  the  figure,  please? 

"Q-     Would  you  please  answer  the  question?" 

The  Court :  Now,  the  question  is  that  it  was  writ- 
ten on  A-95? 

Mr.  Obenour:    Yes,  sir. 

The  Witness:    That  is  for  1932. 
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Mr.  Obenour:     1933. 

A.     1933,  I  show  an  earning  of  $12,697.27. 

Q.   (By  Mr.  Obenour) :    That  is  twelve  thousand? 

A.     That  is  right. 

Q.  And  that  is  how  much  greater  than  the  profit 
and  loss  statement  you  prepared  at  the  end  of  your 
year's  operation?  [4581] 

A.     It  is  $10,677.87  more.  [4582] 

*    *    *    *    -:«■ 

L.  HICKS  TAYLOR 

upon  being  recalled  as  a  witness  for  and  on  behalf 
of  the  Defendant  Taylor,  and  having  been  previ- 
ously duly  sworn,  testified  as  follows: 

Cross  Examination — (Continued) 

Q.  (By  Mr.  Obenour)  :  We  were  discussing  Mr. 
Taylor,  the  differences  in  the  profits  shown  on  the 
profit  and  loss  sheet  prepared  for  the  end  of  1933 
and  for  the  year  1934,  and  with  the  figure  you  show 
for  the  profit  on  the  financial  statement,  Exhibit 
A-95,  submitted  to  the  Bank  of  Stanwood  in  1935; 
do  you  recall?  A.     Yes. 

Q.  Did  the  Issaquah  Creamery  for  the  year 
1933  make  a  profit  of  $2,019.40  or  did  they  make  a 
—or  did  they  make  a  profit  of  $12,697.27? 

Mr.  LeSourd:  Objected  to,  your  Honor,  as  ir- 
relevant and  immaterial,  and  beyond  the  scope  of 
direct  examination. 

The  Court:    Objection  overruled. 

Mr.  LeSourd:  May  we  have  a  continuing  ob- 
jection to  this  line,  your  Honor? 
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The  Court:  Yes;  the  same  objection  you  made 
l.-.sl  night?  [4590] 

Mr.  LeSourd:    Yes,  sir. 

The  Court:  The  record  may  show  you  have  a 
continuing  objection.   That  is  agreeable*? 

Mr.  Obenour:    Yes,  sir. 

A.  The  profit  shown  on  the  balance  sheet  and 
profit  and  loss  statement  of  the  Exhibit  A-92  for 
the  year  1933  shows  a  profit  that — I  am  not — not 
having  the  tax  return,  I  assume  that  this  was  what 
was  reported  on  the  tax  return,  $2,019.40. 

Q.  (By  Mr.  Obenour)  :  Was  the  profit  for  Issa- 
quah  Creamery  for  the  year  1933  $2,019.40  as  shown 
on  that  profit  and  loss,  or  was  it  $12,697  as  shown 
on  Exhibit  95? 

A.  The  profit  that  is  shown  on  Exhibit  A-95, 
prepared  for  credit  purposes,  displays  $12,697.27 
which  has  been  developed  by  restoring,  or  applying 
undrawn  salary  and  a  depreciation  figure  that  is 
estimated  on  our — on  the  Issaquah  Creamery  part 
as  not  applying  altogether  from  a  credit  standpoint. 
The  Internal  Revenue  regulations  allow  a  determi- 
nate depreciation,  usually  a  suggested  depreciation 
schedule,  which  we  have  used  throughout  the  period. 

So,  in  order  to 

Mr.  Obenour:  If  the  Court  please,  I  would  ask 
that  the  witness  be  directed  to  answer  the  [4591] 
question  as  put.  There  is  one  of  two  answers  that 
could  be  given,  and  we  would  request  that  the  wit- 
ness be  so  directed  to  answer. 

Mr.  LeSourd:     If  your  Honor  please,  he  is  an- 


2270  Hans  Forster  vs. 

(Testimony  of  L.  Hicks  Taylor.) 

swering  it  and  I  submit  he  should  be  entitled  to 

answer  it. 

The  Court:  You  may.  You  may  proceed  with 
the  answer. 

The  Witness:     Thank  you. 

A.  (Continuing)  The  thought  in  this  particular 
position  is :  a  banker  is  not  sitting  in  the  same  posi- 
tion that  the  Internal  Revenue  is.  A  banker  is  in- 
terested in  the  development  of  value,  market  value. 
He  is  not  dealing  with  income  tax. 

So,  at  this  particular  time,  which  is  back  in  1933, 
right  at  the  peak  of  the  depression,  borrowings 
were  very  difficult  to  get.  The  people  were  jumping 
off  of  the  Smith  Tower,  and  all  places. 

The  Court:  Mr.  Taylor,  your  answer  will  have 
to  be  more  confined  than  that.  You  may  explain  it 
without  the  various  diversions. 

The  Witness:    I  apologize,  your  Honor. 

A.  (Continuing)  So,  to  develop  a  figure  for  the 
bankers'  perusal,  we  took  the  $2,019.40  that  shows 
on  the  book  figures,  and  we  restored  $6900  of  Mr. 
Forster 's  [4592]  salary  that  he  had  not  drawn,  and 
we  restored  a  portion,  $3,777.87  to  the  depreciation, 
which  gave  us  a  possible  profit  of  $12,697.27  which 
is  shown  on  the  banker's  report. 

Q.  (By  Mr.  Obenour)  :  In  1934,  did  Issaquah 
Creamery  lose  $1.75  or  make  $11,469.36? 

Mr.  Obenour :  And  I  would  ask  the  Court,  please, 
the  witness  to  be  instructed  to  answer  which  of 
those  two  figures  is  the  true  picture  of  the  profit 
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and  loss  of  the  Issaquah  Creamery  for  the   year 

1934. 

The  Court:  Mr.  Obenour,  the  witness  is  dealing 
with  statements  here,  and  the  Court  doesn't  believe 
it  should  instruct  the  witness  how  the  answer  should 
be  given  in  this  case. 

A.  The  profit  on  the  statement,  on  Defendants' 
Exhibit  A-93,  does  show  a  loss  of  $1.75,  but  the  same 
explanation  carries  forward  into  1934  that  I  just 
explained  for  1933. 

Q.  (By  Mr.  Obenour)  :  Did  you  discuss  these 
two  figures  with  Mr.  Forster  in  1935  ? 

A.  '  Yes. 

Q.  Did  you  discuss  the  figure  that  you  prepared 
on  Exhibit  A-95,  the  statement  submitted  to  the 
Bank  of  [4593]  Stanwood  in  1935?  A.     Yes. 

Q.  Did  he  understand  the  difference  between  a 
showing  of  a  loss  of  $1.75  in  the  year  1934  and  a 
profit  of  $11,469  that  you  show  as  a  profit  for  the 
previous  year? 

Mr.  Griffin:  Objected  to  as  calling  for  the  con- 
clusion of  a  witness  not  based  upon  fact.  Asking 
for  another  man's  opinion  of  another  man's  under- 
standing. 

The  Court:  I  believe  the  objection  is  well  taken, 
Mr.  Obenour 

Mr.  Obenour:     (Interposing)  Yes,  sir. 

The  Court:     (Continuing)  as  to  form. 

Q.  (By  Mr.  Obenour  continuing)  :  Did  Mr.  For- 
ster indicate  in  any  way  that  he  did  not  understand 
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the  difference  in  these  two  figures  that  you  prepared 

for  the  statement  of  the  bank  at  Stanwood? 

Mr.  Griffin:  Object  to  the  form  of  the  question. 
It  calls  for  his  indication. 

The  Court:    The  question  is,  did  he  indicate? 

Mr.  Obenour:    Yes,  sir. 

The  Court:  I  assume  that  could  be  answered 
"yes"  or  "no." 

The  Witness:  I  am  lost  on  the  question.  I  am 
sorry.  [4594] 

The  Court:    Mr.  Reporter,  read  the  question. 

(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

A.     No. 

Q.  (By  Mr.  Obenour) :  You  have  Exhibit  A-65 
and  Exhibit  A-95  there,  please  ?  A.    Yes. 

Q.     What  are  the  dates  of  each  of  those  exhibits'? 

A.     They  are  both  dated  December  31,  1935. 

Q.    What  was  the  purpose  of  A-65? 

A.  I  believe  it  is  the  year-end  final  statement 
of  the  Issaquah  Creamery. 

Q.  And  I  believe  you  stated  A-95  was  for  the 
purpose  of  credit  from  the  bank  at  Stanwood? 

A.    Yes. 

Q.     What  do  you  show  for  sales  on  A-65? 
A.     $477,961.54. 

Q.     What  do  you  show  for  sales  on  A-95  ? 
A.     $480,472.26. 

Q.  A  three  thousand  dollar  adjustment,  approxi- 
mately 1 
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A.  Yes,  it  appears  some  place  else  in  the  state- 
ment. [4595] 

Q.  That  is  a  balance  sheet  item  or  profit  and 
loss?  A.     Profit  and  loss  item. 

Q.    Profit  and  loss  item?  A.    Yes. 

Q.     And  cash,  for  A-65  is  what? 

A.     $2,197.03. 

Q.    And  cash  on  A-95  is  what? 

A.     It  shows  an  O.D.  of  $6,213.76. 

Q.  Is  that  a  balance  sheet  item  or  profit  and 
loss  item?  A.     Balance  sheet  item. 

Q.     And  yonr  inventory  for  A-65  is  what? 

A.     $10,167.00. 

Q.     And  for  95?  A.    $11,167.00. 

Q.  That  is  an  adjustment  of  an  even  one  thou- 
sand dollars?  A.     That  is  correct. 

Q.    Accounts  receivable  on  A-65? 

A.     $27,709.69. 

Q.     And  on  A-95?  A.     $30,709.69. 

Q.  That  is  an  even  adjustment  of  three  thou- 
sand dollars?  A.     That  is  correct.  [4596] 

Q.  And  those  last  two  items  are  balance  sheet 
items  or  profit  and  loss  items? 

A.     They  are  balance  sheet  items. 

Q.     You  made  these  adjustments?  A.     Yes. 

Q.    Where  did  you  get  the  figures? 

A.  Without  having  all  the  work  sheets,  I  am 
going  to  have  to  declare  it  from  recollection.  It 
appears  that  we  have  adjusted  $1,000  to  inventory 
from  accounts  receivable,  and  that  a  reserve  account 
has  been  eliminated  in  the  one  statement. 
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Q.    Where  did  you  get  the  basis? 

Who  gave  you  these  figures  for  this  adjustment, 
then?  A.     They  were  calculations. 

Q.     Calculations  by  whom? 

A.     I  presume  by  me.   I  prepared  them. 

Q.     Were  they  taken  from  your  books  ? 

A.     Yes,  these  were  taken  from  the  books. 

Q.  These  show  a  different  picture  on  the  balance 
sheet  ? 

A.  They  were  for  two  distinct  purposes,  you 
know. 

Q.  This  is  an  instance  again  of  where  the  dif- 
ference in  purpose  is  a  difference  of  the  story  that 
a  [4597]  balance  sheet  shows?  A.    Yes. 

Q.     And  what  is  your  profit  for  A-65? 

A.     It  shows  a  loss  of  $1,369.37. 

Q.    AndforA-95? 

A.     It  shows  a  profit  of  $13,732.75. 

Q.     That  is  an  adjustment  upward  of  $15,000? 

A.    Yes. 

Q.  Is  that  also  the  case  where  the  profit  and  loss 
statement  shows  a  different  story  for  a  different 
purpose,  too?  A.    Yes. 

Q.  Then,  a  profit  and  loss,  as  well  as  a  balance 
sheet,  shows  a  different  story,  depending  on  the 
purpose  of  it? 

A.    From  a  credit  standpoint,  yes. 

The  Banker  is  interested  in  market,  not  cost;  in- 
terested in  market,  what  a  liquidated  value  can 
develop. 
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Q.  Did  Mr.  Forster  complain  in  1933  about  a 
profit  of  $2,000? 

A.  You  are  asking  one  that  is  too  far  back;  I 
do  not  remember. 

Q.  How  about  a  loss  of  $1.75  in  1934,  did  he 
complain  about  that?  [4598] 

A.     I  do  not  remember. 

Q.  Did  he  complain  about  his  loss  of  $1300  in 
1935?  A.     I  do  not  remember. 

Q.    You  have  A-99  and  A-100  there,  please  I 

A.     I  have  A-99. 

Q.     Do  you  have  those  two  exhibits? 

A.     I  have  A-99  and  A-100,  yes. 

Q.     What  is  A-99,  please? 

A.  It  is  a  statement  of  the  Issaquah  Creamery 
Company,  December  31,  1938. 

Q.     And  A-100? 

A.  That  is  the  same  statement  attached  to  the 
work  sheet,  and  it  is  part  of  the  working  books  of 
the  company. 

Q.  They  are  both  balance  sheets  for  the  same 
date,  Issaquah  Creamery?  A.    Yes. 

Q.    What  was  the  purpose  of  A-99? 

A.  There  isn't  anything  to  indicate  what  the 
purpose  of  it  was  for. 

Q.    What  was  the  purpose  of  A-100? 

A.  That  is  the  work  sheet  and  balancing  figures 
from  the  ledger  of  the  Issaquah  Creamery  Com- 
pany. 

Q.  Was  that  submitted  to  anyone  for  loan  pur- 
poses? [4599]  A.    No,  not  that  I  recollect. 
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Q.     What  is  your  inventory  figure  for  A-99  ? 

A.     $15,169.43. 

Q.    And  A-100?  A.     $16,891.83. 

Q.     Inventory1?  A.     That  is  correct. 

Q.     Accounts  receivable?  A.     $45,650.56. 

Q.    A-100?  A.    $56,650.68. 

Q.     Adjustment  of  $11,000?  A.     Yes. 

Q.     Where  did  you  get  these  figures? 

A.     I  don't  know. 

Q.     Did  you  get  these  figures  from  Mr.  Erickson? 

A.  Well,  Mr.  Erickson  never  prepared  any  of 
these.   I  prepared  these. 

Q.  Did  he  give  you  the  information  that  went 
into  your  accounts  receivable? 

A.  On  this  particular  one,  that  comes  from  the 
ledger  of  the  company.  This  is  the  accounts  receiv- 
able on  the  ledger. 

Q.  However,  he  gives  you  the  information  from 
which  you  make  your  accounts  receivable  into  your 
ledger,  [4600]  does  he  not?  A.     That  is  right. 

Q.  So  that  you  made  the  adjustment  on  your 
ledger  and  on  your  work  sheet  of  $11,000? 

A.     Yes,  for  some  purpose. 

Q.  Did  you  tell  Mr.  Erickson  then  that  you  made 
this  adjustment?  A.     No,  I  did  not. 

Q.  Would  it  be  necessary  for  him  to  have  to 
make  any  adjustment  in  his  books  after  you  ad- 
justed yours? 

A.  His  book  shows  the  same  as  my  ledger,  as 
far  as  I  know. 

Q.     And  which  figure  is  that? 
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A.     $56,650.68. 

Q.     That  adjustment  is  for  what  reason? 

A.  You  are  handing  me  a  sheet  that  is  quite  for- 
eign from  anything  connected  with  it,  so  that  I 
can't  tell  you  what  the  purpose  of  this  was  for. 
There  was  some  reason  for  it. 

Q.     Depreciation  reserve  is  what  on  these  two  ? 

A.     It  shows  on  A-99  as  $54,195.80. 

Q.    AndonA-100?  A.    $62,938.77. 

Q.    An  adjustment  of  $8,000?  A.    Yes. 

Q.    And  routes? 

A.  Routes  show  $9,514.55  on  Defendants'  Ex- 
hibit A-100;  A-99,  routes  on  A-99,  $28,552.02. 

Q.    And  that  was  an  adjustment  of  $19,000? 

A.     That  was  to  strike  a  market  value  of  routes. 

Q.  That  was  a  market  value,  and  I  think  you 
said  you  got  that  figure  from  Mr.  Forster? 

A.  He  would  be  the  only  one  that  could  give  me 
that  figure. 

Q.     He  made  that  appraisal,  I  believe  you  stated? 

A.     He  must  have,  if  it  is  here. 

Q.  And  you  discussed  both  A-99  and  A-100  with 
Mr.  Forster? 

A.     It  is  my  recollection  I  did,  yes. 

Q.     And  milk  accounts  payable  on  A-99? 

A.     $11,188.17. 

Q.    And  on  A-100?  A.     $9,616.53. 

Q.    And  notes  payable,  A-99  ? 

A.    $12,709.20. 

Q.    A-100?  A.     $4,825.90. 

Q.     An  eight  thousand  dollar  adjustment? 
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A.    Yes. 

Q.  Did  you  discuss  these  figures  with  Mr.  For- 
ster? [4602] 

A.     You  mean  the  details  of  them  ? 

Q.    Yes. 

A.  Well,  I  don't  know  that  we  went  into  detail, 
but  I  know  that  I  discussed  these  two  statements 
with  him  generally. 

Q.     Cash  was  what?  A.     $2,406.42. 

Q.     AndA-100?  A.     $4,797.86. 

Q.     Which  statement  was  correct? 

A.  This  statement,  and  this  statement.  They  are 
both  correct. 

Q.     Both  correct? 

Then,  similarly,  with  A-65  and  A-95? 

A.     That  is  correct. 

Q.  I  believe  you  stated  they  were  prepared,  or 
the  difference  between  them  was,  because  one  would 
be  prepared  for  the  bank  for  loan  purposes  and  the 
other  would  be  prepared  at  the  end  of  your  busi- 
ness? A.     Correct. 

Q.  And  you  discussed  them  all  with  Mr.  For- 
ster ? 

A.     It  is  my  recollection  that  I  did,  yes. 

Q.  And  you  discussed  them,  I  believe  you  stated, 
with  the  bank,  is  that  correct? 

A.     I  believe  so,  yes.  [4603] 

Q.  Which  banks  are  you  referring  to  now  that 
you  discussed  these  with? 

A.     The  bank  at  Issaquah. 

O.     The  bank  at  Stanwood? 
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A.  I  don't  recollect  talking  to  Mr.  Bud  Hall  at 
Stanwood. 

Q.     A-95  was  submitted  to  Stanwood,  wasn't  it? 

A.  Well,  it  must  have  been,  because  I  have 
marked  First  National  Bank  of  Stanwood  to  show 
an  exact  copy  of  what  was  given  to  them. 

Q.  Did  you  explain  your  adjustments  then  to 
the  man  at  the  Bank  of  Stanwood,  Mr.  Bud  Hall  ? 

A.  That  I  do  not  remember.  I  am  quite  sure 
I  must  have. 

Q.  Did  he  understand  you  were  adjusting  these 
figures  from  these  statements  you  prepared  at  the 
end  of  the  year  from  the  one  he  would  receive  from 
you? 

A.  If  we  contacted  Mr.  Hall  at  Stanwood,  I  have 
written  right  here,  right  on  the  balance  sheet,  that 
was  made  for  the  Issaquah  Creamery,  from  the 
books  and  I  show  right  here,  so  the  whole  world 
can  see  it,  "The  exact  figures  that  were  shown  to 
Mr.  Hall." 

Q.    Where  is  that?  Where  is  that,  please? 

A.     What  is  that? 

Q.  Where  are  those  figures  that  the  whole 
world  [4604]  can  see  ? 

A.  Right  here  on  the  statement  that  applies  to 
our  income  tax  return. 

Q.  I  see.  Did  you  also  submit  these  statements 
to  the  Peoples  National  Bank,  main  branch? 

A.     That  I  don't  remember.   I  don't  have  it  here. 

Q.  I  believe  you  stated  you  were  audited  by  the 
Tax  Division  of  the  Government  eight  times,  and 
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they  found  no  deficiencies  in  the  thirties,  is  that 

correct  I 

A.     I  do  not  believe  I  made  such  a  statement. 

Q.  Were  the  books  and  records  of  Issaquah 
audited  by  the  Internal  Revenue  during  that  pe- 
riod ? 

A.  I  have  recollection  of  an  audit  made  in  1935 
or  '36  by  an  Internal  Revenue  Agent. 

Q.  Did  you  show  both  of  your  statements  to  the 
Internal  Revenue  Agent  when  he  audited  your 
books? 

A.  It  is  my  recollection  that  I  laid  these  on  his 
desk  for  him  to  see,  and  showed  him  this,  and  if  I 
remember  right,  his  remark  was  he  didn't  care 
anything  about  the  credit.  He  wanted  to  know  what 
the  book  showed  and  what  the  income  tax  returns 
showed. 

Q.     So  that  he  thought  if  you  were  showing  a 
of  $1.93  and  a  profit  on  another  statement  he 
said  he  didn't  care?  [4605] 

A.  He  did  not  care  how  we  handled  our  credit 
picture  at  all.  He  wanted  to  know  the  facts  for 
the  income  tax.  and  he  checked  them  out. 

Q.  Did  you  explain  the  difference  in  your  de- 
preciation percentages;  that  the  one  you  were  using 
for  the  Internal  Revenue  was  not  fair  and  you  used 
a  fair  one  for  your  credit? 

Mr.  LeSourd:    Object  to  the  form  of  the  question. 

The  Court:    Objection  sustained. 

Q.     (By  Mr.  Obenour)  :     Did  you  state  that  the 


United  States  of  America  22   ! 

(Testimony  of  L.  Hicks  Taylor.) 

depreciation  rate  that  you  used  for  your  Internal 

Eevenue  computations  was  not  fair? 

Mr.  LeSourd:    Object  to  the  form  of  the  question. 

The  Court:    Objection  sustained. 

Q.  (By  Mr.  Obenour) :  It  is  my  understanding, 
Mr.  Taylor,  that  you  testified  that  the  rate  you  used 
for  the  Internal  Revenue  computations,  or  for  your 
computations  at  the  end  of  the  year,  was  not  a  fair 
figure;  is  that  a  correct  understanding  of  your  tes- 
timony ? 

A.  No,  it  is  not.  I  used  the  depreciation  studies 
that  show  in  the  regulations  in  the  working  of  the 
Income  [4606]  Tax  Return. 

Q.  But  the  different  depreciation,  as  used  for 
your  credit,  is  that  what — more  true  or  fair? 

A.     It  is  an  appraisal. 

Q.  It  is  an  appraisal ;  you  explained  the  differ- 
ence in  the  way  you  figured  Mr.  Forster's  salary 
to  the  Internal  Revenue  agents? 

A.  As  I  remember  it,  he  looked  at  this,  if  I  re- 
member correctly.  There  is  nothing — it  is  right 
there  on  that  sheet 

Q.     (Interposing)  Did  you  explain  it  to  him? 

A.  I  probably  did.  I  don't  just  remember;  that 
is  a  long  time  back. 

Q.  I  believe  you  stated  these  were  all  done  at 
the  request  of  the  bank  because  they  were  critical 
times;  is  that  your  statement? 

A.  Well,  you  place  the  bank — I  am  going  to  an- 
swer it  "no."  To  place  the  bank  in  that  position  is 
not  hardlv  fair.   Thev  never  asked  me  to  s:ive  them 
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anything  false,  and  they  knew  exactly  what  this  was 

that  we  were  giving  them. 

Q.  It  is  my  understanding  of  your  testimony 
that  you  stated  you  were  requested  by  the  bank  to 
make  these  adjustments,  and  made  these  adjust- 
ments in  the  presence  of  the  bank  officials;  is  that 
a  correct  understanding  [4607]  of  your  testimony? 

A.  I  would  say  we  showed  the  bankers  what  we 
had  done. 

Q.  Then  you  were  not  making  these  adjustments 
at  the  Bank? 

A.  We  probably  discussed  them  before  I  com- 
pleted the  statements. 

Q.  But  you  did  explain  to  the  bank  in  each  in- 
stance the  difference  in  your  adjustments  from  the 
computations  you  made  regularly  at  the  end  of 
business  and  the  computations  you  submitted  to 
him  for  the  picture  of  the  business? 

A.  It  is  my  recollection  that  they  were  discussed 
with  them. 

Q.  And  Mr.  Forster  was  present  in  these  dis- 
cussions ? 

A.  Well,  I  rather  think  so.  It  is  my  recollection 
that  he  was  always  present. 

Q.  And  the  purpose  of  this  was  to  enable  the 
bank  to  make  loans  during  these  critical  times  to 
Mr.  Forster? 

A.     That  was  the  principle,  yes. 

Q.  It  was  a  critical  time  for  Mr.  Forster,  I  be- 
lieve you  stated? 

A.     Yes,  it  was  quite  a  critical  time. 
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Q.  And  the  attempt  was  then  to  have  papers  to 
show  [4608]  the  Bank  Examiners — for  the  bank-  to 
show  the  Bank  Examiners,  to  support  the  loan-  they 
would  make  to  Mr.  Forster;  is  that  correct? 

A.    Well,  I  would  assume  that  is  the  purpose. 

Q.  And  would  the  Bank  Examiner  understand 
the  difference  in  your  adjustments'? 

Mr.  LeSourd:    I  object  to  that. 

The  Court:    Objection  sustained. 

Q.  (By  Mr.  Obenour)  :  I  believe  you  stated  no- 
body was  hurt  by  this? 

A.  I  believe  the  businesses  continued  to  run  and 
operate. 

Q.    Mr.  Forster's  businesses?  A.     Yes. 

Q.  And  Mr.  Forster  benefited  in  each  instance 
from  these  adjustments,  is  that  correct? 

A.  Oh,  when  you — I  will  say  "yes"  to  the  ques- 
tion. When  you  deal  with  a  bank,  you  don't  say 
that  anybody  benefits.  You  are  trying  to  accom- 
plish some  purpose. 

Q.  Well,  Mr.  Forster  succeeded  in  what  he 
wanted,  then,  in  any  event;  didn't  he? 

A.    It  worked  out  satisfactory,  yes. 

Q.    He  got  his  loan  in  each  instance? 

A.    Yes.  [4609] 

Q.  During  the  critical  times  that  enabled  him 
to  stay  in  business? 

A.     Yes,  that  is  correct. 

Q.  Now,  A-109  here  shows  a  series  of  loans  you 
made  to  Mr.  Forster:  do  you  recall  those? 

A.    Yes,  I  recall  them. 
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Q.  Which  statement  did  yon  nse  for  the  basis 
of  your  loans  to  Mr.  Forster,  Mr.  Taylor,  the  ones 
for  the  bank  or  the  ones  you  prepared  at  the  end 
of  the  business? 

A.  I  guess  you  gave  me  some  notes  that  were 
not 

Q.  (Interposing)  I  am  sorry.  You  recall  the 
notes?  For  instance,  which  statements  did  you  de- 
pend on  for  making  those  loans,  Mr.  Taylor? 

A.     The  ones  I  made  myself. 

Q.  Now,  you  continued  to  make  these  financial 
statements  to  the  various  banks  through  1950,  didn't 
you,  Mr.  Taylor?  A.    Yes. 

Q.  And  they  were  in  each  instance  given  to  the 
bank  in  order  to  secure  credit  for  Mr.  Forster  in 
his  enterprises? 

A.     Yes,  that  is  correct. 

Q.     Or  to  support  credit  already  extended? 

A.     Yes.  [4610] 

Q.  I  believe  the  evidence  here,  the  earliest  one, 
shows  is  1941  that  we  have;  December  31st, — July 
31,  1941,  submitted  to  the  National  Bank — rather, 
Peoples  National  Bank,  July  31,  1941,  and  you 
prepared  them  right  on  through  to  the  Peoples 
Bank,  clear  through  1950? 

A.     Yes,  as  I  remember. 

Q.     And  these  were  done  at  the  Bank's  request? 

A.     Usually  the  bank's  request,  yes. 

Q.     And  you  discussed  them  with  Mr.  Forster? 

A.  Well,  it  is  my  recollection  that  we  went  over 
the  statement. 


United  State*  of  America  2285 

(Testimony  of  L.  Hicks  Taylor.) 

Qi  You,  apparently,  according — this  252  is  your 
work  sheet  balance  and  financial  statemenl  lor  Feb- 
ruary 28,  1948,  is  that  correct?  A.     Yes. 

Q.  You  continued  to  adjust  these  statements  you 
Bibmitted  to  the  Peoples  Bank  in  the  '40s  as  you 
did  for  the  critical  times  in  the  '30s  ? 

A.     No,  not 

Q.  (Interposing)  Did  you  adjust  your  figures 
for  the  financial — for  any  of  these  financial  state- 
ments in  the  '40s,  exhibits  121  through  128? 

A.  No,  not  that  I  recollect  any.  Mr.  Forster's 
financial  position  was  fairly  strong,  so  it  was  not 
[4611]  necessary,  not  necessary  to  bring  in  ap- 
praisals of  routes  as  much  so  at  that  time  as  it  was 
in  the  critical  period. 

Q.  Not  being  critical,  and  Mr.  Forster's  position 
then  being  more  sound,  you  then  used  the  figures 
from  your  books;  is  that  true? 

A.     As  a  whole,  yes. 

Q.  This  252,  did  you  show  that  to  Mr.  Forster 
before  you  prepared  the  typewritten  copy? 

A.  This  was  not  a  submitted  financial  statement 
from  the  books.  I  think  I  went  to  great  lengths  ex- 
plaining the  purpose  of  this  particular  statement 
in  my  testimony. 

Q.  But  you  did  explain  it  to  Mr.  Forster  before 
a  typewritten  copy  was  prepared? 

A.  It  is  my  recollection  that  we  went  over  it, 
yes. 

Q.  Calling  your  attention  to  this  U.  S.  Bonds, 
the  entry  at  the  bottom  of  the  first  group,  U.  S. 
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Bonds  has  been  drawn — a  line  through  it,  and  an 
arrow  up  to  cash  where  U.  S.  Bonds  was  put  in, 
and  then  the  word  "Look".  Who  wrote  that? 

A.    A  stenographer  in  my  office  did  that. 

Q.  The  stenographer  made  that  but  you  dis- 
cussed it  in  the  form  that  it  is  now  with  Mr.  For- 
ster, is  that  [4612]  correct? 

A.    Yes,  as  I  recollect. 

Q.     And  the  cash  showed  293?  A.     Yes. 

Q.    $293,000? 

A.  My  testimony  shows  how  that  figure  was  ar- 
rived at. 

Q.  You  stated  also,  I  think,  that  you  had  al- 
ready reached  a  tentative  net  worth  of  $755,000 
before  you  had  been  contacted  secretly  by  a  bank 
officer;  is  that  a  true  understanding  of  your  testi- 
mony? 

A.  Yes,  a  bank  official  called  me,  and  talked  to 
me  about  cash  position. 

Q.  Secretly;  what  was  the  reason  you  already 
had  a  tentative  net  worth  established? 

A.  Because  a  financial  statement  had  been  pre- 
pared, the  original  financial  statement,  by  looking 
at  this  from  my  recollection,  showed  a  cash  balance 
of  $93,848.11,  and  for  credit  analysis — anticipation 
statement,  I  will  call  this — they  wanted  to  know 
what  and  how  soon  Mr.  Forster  could  liquidate 
loans  if  a  crisis  came. 

Q.  Then  this  tentative  net  worth  statement  that 
you  had  prepared  before  you  were  contacted  by  the 
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bank  was  not  the  statement  you  submitted   finally 

to  the  bank,  is  that  correct?  [4613] 

A.  They — while  I  don't  see  it  here,  they  had  the 
original  statement,  as  well  as  this,  as  I   remember. 

Q.  Didn't  you  say  you  had  already  reached  a 
tentative  net  worth  before  you  were  contacted  by 
the  bank? 

A.     Well,  if  I  did,  tentative  must  have  slipped  in. 

Q.  Tentative  slipped  in ;  I  think  you  stated  that 
you  were  contacted  secretly  by  the  bank  official  to 
find  out  what  you  could  have  for  quick  liquidation 
of  Mr.  Forster's  interests,  is  that  correct? 

A.  Mr.  Forster  had  very  heavy  loans  at  the  bank 
at  that  time. 

Q.     Now,  this 

Mr.  LeSourd:     (Interposing)     Let  him  finish. 

The  Witness:    Let  me  finish,  will  you,  please? 

Mr.  Obenour:    Pardon. 

A.  (Continuing)  As  I  remember,  a  statement 
was  submitted  showing  $705,000.  I  might  be  wrong, 
— or  $755,000,  one  or  the  other,  of  net  worth.  At- 
tached to  this,  as  I  remember,  was  the  statements 
of  each  of  these  firms;  the  Issaquah  Creamery  net 
worth,  Apex  Farms  net  worth,  Finstad  and  Utgard 
net  worth,  Puyallup  Creamery,  Renton  Ice  and  Ice 
Cream.  This  statement  was  made  as  a  valuation  of 
Mr.  Forster's  net  worth  in  his  [4614]  enterprises. 
They  showed  only  a  cash  balance  of  ninety-three 
thousand  dollars,  and  they  felt  that  in  quick  liquida- 
tion, that  wouldn't  go  very  far.  The  credit  man  was 
trying  to  analyze  the  cash  position  out  of  all  these 
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enterprises  into  a  one  cash  position.  He  thought  we 

should  take  all  the  companies  and  show  all  the  cash 

in  one  lump  sum,  and  all  the  accounts  receivable, 

but  Mr.  Forster  did  not  own  all  of  these  companies, 

so  it  was  necessary  to  show  them  on  a  net  worth 

basis. 

The  credit  man  apparently  wanted  to  see  what 
could  be  developed  from  a  liquidation  standpoint, 
so  I  took  the  various  statements  in  conjunction  with 
him,  I  believe.  Maybe  I  went  to  my  office  and  did 
it.  I  am  not  sure  which.  But,  we  developed  how 
much  cash  we  could  obtain  in,  say,  a  period  of 
fifteen  days,  determined  that  we  could  accomplish, 
by  a  cash  position  from  accounts  receivable,  the  re- 
covery of  $100,000. 

So,  we  moved  that  into  the  cash  position  for 
anticipation.  We  reduced  the  accounts  receivable  by 
$100 — $100,000 — to  show  that  they  had  been  moved 
into  an  anticipation  position. 

We  then  took  the  statements  of  the  various  enter- 
prises, analyzed  their  cash  position,  accounts  re- 
ceivable,— to  determine  how  much  cash  could  be 
[4615]  immediately  recovered.  We  anticipated 
$100,000  could  be  moved  up  into  the  cash  position. 

Mr.  Forster  not  being  the  owner  of  all  these  com- 
panies, became  a  creditor  to  them  if  such  a  transac- 
tion were  accomplished. 

So,  then,  accounts  payable  were  raised  $100,000. 
In  that  calculation,  the  net  worth  remained  the 
same.  That  was  the  purpose  of  this  statement,  in 
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anticipation  of   how   a    loan   of   any   size   could   be 

liquidated. 

Mr.  Obenour:    Will  the  reporter  read  the  qu 
tion,  please? 

The  Court:  Mr.  Reporter,  read  the  question, 
please. 

(Whereupon,  the  following  was  read  by  the 
reporter:) 

"Q.  I  think  you  stated  that  you  were  contacted 
secretly  by  the  bank  official  to  find  out  what  you 
could  have  for  quick  liquidation  of  Mr.  Forster's 
Interests,  is  that  correct?" 

A.  (Continuing)  I  have  so  answered  the  ques- 
tion. 

Q.    (By  Mr.  Obenour) :     Thank  you. 

Did  you  make  these  adjustments  in  the  presence 
of  the  bank  official  who  secretly  contacted  you? 

A.  That  I  cannot  say  definitely.  We  discussed 
them. 

Q.     Where  did  you  make  these  adjustments? 

A.  Probably  worked  them  out  in  my  office  if  all 
the  work  sheets  were  around,  it  would  be  very 
simple  to  trace  them  through. 

Q.  And  the  reason  for  this  adjustment  was  be- 
cause, would  you  say,  this  was  a  critical  time  for 
Mr.  Forster? 

A.  No,  it  was  not  a  critical  time.  It  was  just  a 
survey  of  the  bank  to  see  what  his  readily  liqui- 
dated position  was. 

It  wasn't  any  reflection  on  Mr.  Forster. 
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Q.  I  see ;  it  was  because  of  the  number  of  loans 
he  had  out? 

A.  He  had  quite  a  large  loan  at  that  time.  I 
don't  remember  what  it  was. 

Q.  But  what  the  bank  was  interested  in,  and  the 
reason  you  were  contacted,  they  wanted  to  know 
how  much  cash  Mr.  Forster  had,  is  that  correct? 

A.     How  much  quick  cash  could  be  developed. 

Q.  So  then  you  started  with  a  ninety-three 
thousand  dollar  figure? 

A.  That  was  the  balance,  as  I  remember  it,  that 
showed  on  the  Alpine  Dairy  bank  account.   [4617] 

Q.  Handing  you  Exhibit  272,  what  is  the  total 
of  the  cash  in  the  bank  as  of  February  28,  1948? 

A.  Apparently  there  is  some  other  adjustment 
made  to  the  account  there.  It  only  showed  19,000  in 
the  two  accounts. 

Q.     Where  is  your 

A.    (Interposing)     February. 

Q.     February  28th,  $26,725.65  for  February  28th? 

A.  Yes;  I  was  looking  at  the  loan  figure  there. 
I  even  tripped  myself  up.  The  balance  of  cash  on 
hand  in  the  ledger  shows  $93,848.11,  identical  to  the 
figure  that  shows  on  this  statement  of  Exhibit  252. 

Q.  With  the  exception  that  the  252,  "2"  raised 
the  $93,000  figure  to  $293,000  cash? 

A.    Correct. 

Q.  Now,  you  stated  that  Mr.  Forster  was  at- 
tempting to  borrow  some  money  to  build  Alpine  Ice 
Cream  plant;  was  that  true? 
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A.  Well,  it  was  my  recollection  thai  Hint  was 
about  the  time. 

Q.  And  how  much  was  the  loan  that  they  wanted 
to  make*? 

A.  Well,  if  I  remember  correctly,  two  hundred 
thousand  dollars  was  the  request. 

Q.  Two  hundred  thousand;  and  how  much  did 
he  finally  make?  [4618] 

A.     Well,  he  didn't  make  any  at  the  time. 

Q.     He  didn't  make  any  at  the  time? 

A.     As  I  remember  it. 

Q.  So,  he  wanted  to  make  this  loan,  and  in  ac- 
cordance with  this  request  for  the  loan,  you  pre- 
pared this  figure  of  $293,000— $293,000  which  was 
submitted  to  the  bank  l 

A.  Well,  I  don't  believe  that  this  had  any  par- 
ticular connection  with  the  two  hundred  thousand 
dollars,  only  just  information  that  the  credit  man 
wanted. 

Q.     Was  that  the  purpose  of  the  statement? 

A.  Well,  not  what  I  have  prepared  here.  This 
was  after  the  request.  This  was  another. 

As  I  remember  it,  it  was  later. 

Q.    Why  was  that  exhibit  submitted  to  the  bank  '. 

A.     As  I  have  stated. 

Q.  Then  it  was  submitted  as  a  result  of  the  re- 
quest for  a  loan  that  Mr.  Forster  was  attempting 
to  get  ? 

A.  Oh,  yes;  you  might  say  that  it  was  the  fol- 
low-up of  that. 

Q.    And  the  one  thing  that  they  were  concerned 
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with  was  cash  on  quick  liquidation  of  Mr.  Forster's 

interests?  [4619]  A.    Yes. 

Q.  Now,  that  was  the  first  time  in  any  of  these 
statements  to  the  Peoples  Bank  that  you  had  to 
make  a  showing  of  cash,  is  that  correct? 

A.  Yes,  and  I  believe  the  only  time,  if  I  re- 
member. 

Q.  The  only  time;  and  all  the  other  times  in 
these  financial  statements  from  1941  on  through 
1950,  you  simply  showed  the  book  value  of  cash  of 
Alpine  Dairy,  is  that  correct? 

A.     That  is  my  recollection,  yes. 

Q.     So  that  is  the  only  accoimt  you  showed? 

A.     As  I  remember. 

Q.  And  the  one  instance,  then,  that  the  bank 
demanded  a  figure  for  cash  on  quick  liquidation  was 
this  time  on  February,  1948,  when  you  showed 
$293,000? 

A.  It  was  the  only  time  that  I  ever  contacted  the 
credit   department   separately,   as   I   remember. 

Q.  Did  they  contact  you,  or  did  you  contact 
them?  A.     They  'phoned  me. 

Q.  Did  Mr.  Forster  understand  what  you  were 
doing  with  this  $293,000  figure? 

A.  Well,  I  presume  that  he  did.  I  think  that  I 
went  over  it  with  him.  [4620] 

Q.  And  Exhibit  123,  is  that  the  typewritten 
copy  of  Exhibit  252? 

A.     Yes,  I  believe  it  is. 

Q.  Now,  they  are  exactly  the  same,  the  cash 
figure  is  293?  A.     Yes. 
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Q.  And  the  293,000  figure  was  discussed  with 
Mr.  Forster? 

A.     It  is  my  recollection  that  it  was. 

Q.     Did  he  understand  what  the  bank  was  con 
cerned  with  was  cash? 

Mr.  Griffin:     I  object. 

The  Court:  Mr.  Obenour,  I  don't  think  you 
should  ask  in  these  questions,  "Did  Mr.  Forster 
understand  V9 

Mr.  Obenour:    I  will  rephrase  them.  I  am  sorry. 

Q.  (By  Mr.  Obenour  continuing) :  Did  Mr.  For- 
ster give  any  indication  that  he  questioned  the  fig- 
ure 293—293,000? 

A.     No,  I  don't  believe  so. 

Q.  Did  you  ask  Mr.  Forster  at  this  time  how 
much  cash  he  had? 

A.  Well,  this  was  taken  from  the  various  state- 
ments that  show  on  this  return. 

Q.     The  various  statements? 

A.  Yes,  from  Issaquah  Creamery,  Apex  Farms, 
to  [4621]  arrive  at  a  figure. 

Q.  The  problem  that  the  bank  was  interested 
in  was  how  much  cash  Mr.  Forster  had,  wasn't  it? 

A.  A  credit  man — I  will  say  "yes"  to  the  ques- 
tion, for  liquidation  purposes,  but  I  would  like  to 
say  this:  a  credit  man  has  a  different  viewpoint  of 
what  a  financial  statement  is  than  the  average  per- 
son, and  to  satisfy  the  thinking,  this  statement  was 
drawn  up. 

Q.  Is  a  credit  man  interested  in  cash  in  savings 
account  ? 
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A.  I  don't  know  about  that,  what  they  do.  This 
credit  man  was  interested  in  the  loans  of  Mr.  For- 
ster. 

Q.  But  he  was  interested  in  cash,  wasn't  he,  and 
the  cash  in  the  savings  account  at  the  bank  is  cash? 

A.    Yes. 

Q.  Yes;  and  did  you  ask  Mr.  Forster  how  much 
cash  he  had  in  the  savings  account? 

A.     I  did  not. 

Q.     At  the  time?  A.     No. 

Q.  You  knew  that  the  bank  was  interested  in 
cash? 

A.  This  was  not  anything  to  do  with  anything 
but  [4622]  the  statement  that  I  presented  to  the 
bank  including  the  various  companies  that  Mr.  For- 
ster was  interested  in. 

Q.  And  you  reached  the  figure  $293,000  by  your 
estimate  of  quick  liquidation  of  accounts  receivable 
of  Alpine  Dairy  for  $100,000  which  reduced  Al- 
pine's account  $100,000  and  moved  $100,000  into 
cash,  is  that  it? 

A.     Yes,  that  is  correct. 

Q.  And  you  calculated  what  your  estimate  would 
be  of  the  cash  you  could  raise  similarly  in  the  other 
companies  in  which  Mr.  Forster  had  an  interest, 
and  reached  another  $100,000? 

A.    Yes. 

Q.  And  the  net  result  showed  a  figure  of  $293,- 
000  cash  for  financial  statement  you  submitted  to 
the  bank  in  February,  1948? 

A.     That  is  correct. 
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Q.  Did  you  explain  these  adjustments  to  the 
bank  officials  at  the  time  you  submitted  this  exhibit, 
123? 

Mr.  LeSourd:  If  your  Honor  please,  we  have 
gone  over  and  over  this. 

The  Court:  I  think  the  last  question  as  to  ex- 
planation is  not  repetitious.  The  rest  has  been  gone 
over  many  times.  [4623] 

A.  Exhibit  123  was,  as  far  as  I  know,  handed  to 
Mr.  Strack  and  Mr.  Donaldson,  and  signed  by  Mr. 
Hans  Forster. 

Mr.  Obenour:  I  will  ask  that  the  question  be 
read,  and  the  witness  instructed  to  answer,  if  the 
Court  please. 

The  Court:  I  won't  read  the  question.  I  think 
it  was  long,  but  I  will  ask  the  question : 

The  question  was,  did  you  explain  this  procedure 
you  went  through  to  anyone  in  the  bank? 

The  Witness:  It  is  my  recollection  that  I  did  to 
both  of  the  officers,  yes. 

Q.  (By  Mr.  Obenour) :  So  that  this  is  another 
adjusted  statement  then  that  you  prepared  to  give 
to  the  bank  in  order  for  Mr.  Forster  to  receive 
a  loan? 

A.  Mr.  Forster  did  not  receive  a  loan  on  the 
strength  of  this  statement. 

Q.  But  he  did  receive  a  loan,  he  did  receive  a 
loan? 

A.     I  have  no  evidence  of  it,  no. 

Q.  Handing  you  Plaintiff's  Exhibit  98  which 
has   been   identified   as   the   liability   ledger,   Hans 
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Forster,  Issaquah,  Washington,  to  the  Peoples  Na- 
tional Bank,  and  what  is  the  liabilities  of  Mr.  For- 
ster in  [4624]  February,  1948? 

A.     I  don't  see  anything  here,  February,  1948. 

Q.  Then  Peoples  Bank  did  not  have  any  loans 
out  to  Mr.  Forster  as  to  that  personal  unsecured 
loans  as  of  the  date  February  28,  1948,  is  that  cor- 
rect? 

There  is  no  record  of  the  loan  from  Peoples  Bank 
to  Mr.  Forster  of  any  amount  as  of  the  date  Feb- 
ruary 28,  1948? 

A.    I  don't  see  anything  on  here. 

Q.  Handing  you  Plaintiff's  Exhibit  100,  which 
is  the  liability  ledger,  direct,  secured,  for  Alpine 
Dairy,  and  ask  you  if  there  is  a  record  of  any  loans 
from  Peoples  Bank  to  Mr.  Forster,  February  28, 
1948?  A.     No. 

Q.  Handing  you  Exhibit  101,  direct  unsecured 
for  Alpine  Ice  Cream  Company,  and  ask  if  there 
is  a  loan  on  February  28,  1948? 

A.  No.  Do  you  have  any  other  loan  records  of 
companies  Mr.  Forster  is  interested  in? 

Q.     We  do  not. 

A.     Then  you  had  better  get  the  balance. 

Q.  It  was  personal  loans  we  were  discussing  of 
Mr.  Forster. 

A.  Mr.  Forster  was  endorser  on  a  number  of 
loans.  It  takes  a  complete  record  to  answer  the 
question  you  are  [4625]  presenting. 

Q.  Peoples  Bank  wanted  to  know  about  cash. 
Did  they  discuss  with  you  the  accounts  that  Mr. 
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ITorster  personally  had  in  the  Peoples  Bank  as  of 

February  28,  1948? 

A.     Personal  accounts'? 

Q.    Yes. 

A.     What  are  you  referring  to? 

Q.  His  personal  savings  account  that  he  had  at 
the  Peoples  Bank.  A.     No,  he  did  not. 

Q.  Now,  that  would  be  information  that  the 
Peoples  Bank  should  have,  wouldn't  it? 

A.     They  could  have  it;  they  should  have  it. 

Q.  Did  they  discuss  with  you  the  Alpine  Bank 
account  in  the  bank  at  that  time? 

A.  I  don't  know  if  it  went  into  such  minute 
detail. 

Q.     They  were — you  were  discussing  cash? 

A.     Most  assuredly. 

Q.  How  about  the  account  for  Alpine  Ice  Cream 
that  the  Peoples  Bank  had  at  that  time;  did  you 
discuss  that  account? 

A.  The  Alpine  Ice  Cream — Alpine  Ice  Cream 
account  ? 

Q.    Yes.  [4626] 

A.  You  have  no  record  of  any  Alpine  Ice 
Cream  account  in  this  set-up. 

Q.  So,  when  you  were  discussing  cash  with  the 
bank  officials,  there  was  no  discussion  of  bank  ac- 
;  counts  but  simply  a  statement  that  raises  an  ac- 
count, showing  over  ninety-three  thousand  dollars, 
two  hundred  thousand  dollars  by  this  adjustment; 
is  that  the  final  testimony  you  are  making? 
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A.  Yes,  this  is  an  anticipation  statement,  is 
what  it  is. 

Q.  Do  you  know  whether  or  not  Mr.  Forster  had 
$293,000  in  cash? 

Mr.  LeSourd:    Object  to  that,  your  Honor. 

The  Court:    Objection  sustained. 

Q.  (By  Mr.  Obenour)  :  Did  you  know  whether 
or  not — did  you  testify,  I  believe,  that  possibly  he 
might  have  had  it? 

Mr.  LeSourd:     Object  to  that. 

The  Court:  Are  you  speaking  now  of  this  state- 
ment ? 

Mr.  Obenour :  Yes,  sir,  the  item  "cash".  He  testi- 
fied on  direct,  I  believe,  if  the  Court  please,  that  he 
possibly  could  have  had  it,  but  didn't  know  if  he 
did.  [4627] 

The  Court:    I  will  sustain  the  objection. 

Q.  (By  Mr.  Obenour  continuing) :  Was  that 
item  to  your  knowledge  of  $293,000  true? 

A.     No,  it  was  an  estimate. 

Q.     It  was  an  estimate? 

A.  The  ninety-three  thousand  appeared  on  our 
books.  The  two  hundred  thousand  dollars,  as  I  have 
explained,  was  an  estimate. 

Q.  Were  you  making  a  false  statement  to  the 
bank? 

A.  Mr.  Obenour,  that  was  not  the  purpose  of 
this  statement  in  any  way,  shape  or  form. 

Q.  I  hand  you  Plaintiff's  Exhibit  55,  which  is  a 
savings  record  of  Hans  and  Evelyn  Forster,  savings 
account  198,  and  would  vou  turn  to  the  entrv  there 
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of  February  28,  1948,  and  read  what  is  the  amount 
of  cash  on  deposit  at  that  time?   I  believe  the  next 
entry  would  be  3-3-48  where  an  addition  was  made. 

A.     That  is  about  $118,000  in  this. 

Q.  Would  you  please  write  down  that  figure 
$118,496.32?  A.     Yes. 

Q.  And,  handing  you  Plaintiff's  Exhibit  89  for 
the  entry  as  of  February  3,  1948,  what  is  that  fig- 
ure? [4628] 

kMr.  Patten:    What  is  that? 
Mr.  Obenour:    A  record  of  the  Peoples  National 
Bank,  savings  account  of  Hans  Forster. 

A.    It  is  $60,687.68. 

Mr.  Obenour:  May  I  ask  that  this  be  marked 
please  ? 

The  Clerk:  Plaintiff's  Exhibit  289  marked  for 
identification. 

■  (Plaintiff's   Exhibit   289   marked   for   iden- 

tification.) 

Mr.  Obenour:  I  just  asked  that  this  be  identified 
first,  if  the  Court  please. 

Q.  (By  Mr.  Obenour) :  Can  you  identify  that, 
Mr.  Taylor,  Exhibit  289,  please? 

A.  Well,  this  purports  to  be  the  Alpine  Ice 
Cream  Company  bank  statement. 

Q.  Certified  true  copy  by  Mr.  Hansen  of  that 
bank?  A.     It  could  be,  yes. 

Mr.  Obenour:  We  would  offer  it,  if  the  Court 
please. 

Mr.  LeSourd:    I  have  a  question. 

Mr.  Taylor,  have  you  ever  seen  this  before? 
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The  Witness :  That  is  the  first  time  I  have  [4629] 
ever  seen  the  statement  of  any  kind. 

Mr.  LeSourd:  We  object  to  it  as  not  certified, 
your  Honor,  and  also  irrelevant  and  immaterial 
and  beyond  the  scope  of  the  direct  examination. 

Mr.  Obenour :    We  would  ask  it  be  admitted  with- 
out necessity  of  calling  the  proper  witnesses  to  have 
it  properly  introduced,  if  the  Court  please. 
'     The  Court :    I  assume  that  is  your  desire. 

Mr.  Obenour:    Yes,  sir. 

The  Court:  If  there  is  objection,  the  Court  will 
sustain  the  objection. 

Mr.  Obenour:    Very  well. 

The  Court :    We  will  take  a  recess. 

Members  of  the  Jury:  the  Court  advises  you,  or 
calls  your  attention  to  the  admonition  given  on  sim- 
ilar occasions  and  asks  that  you  heed  it  on  this  occa- 
sion. 

(Whereupon,  the  July  retired  from  the 
courtroom.) 

(Whereupon,  at  11:03  o'clock  a.m.  a  recess 
was  had  in  the  within-entitled  and  numbered 
cause  until  11:16  o'clock  a.m.  April  23,  1954, 
at  which  time,  Counsel  and  Defendants  hereto- 
fore noted  being  present,  the  following  pro- 
ceedings were  had,  to-wit:) 
The  Court :    You  may  call  the  Jury.  [4630] 

(Whereupon,  the  Jury  was  returned  to  the 
courtroom.) 

The  Court:    You  may  be  seated. 
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It  is  stipulated  that  the  Jury  and  all  I- 
are  present  in  the  courtroom1? 

Mr.  Griffin:    Yes,  your  Honor. 

Mr.  Moriarty:     Yes,  your  Honor. 

The  Court:    You  may  proceed,  Mr.  Obenour. 

Mr.  Obenour:    Yes,  sir. 

Would  you  stipulate,  Mr.  LeSourd,  as  to  the 
amount  on  deposit  on  March  1,  1948,  for  Alpine 
Ice  Cream  to  be  $19,956.91? 

Mr.  LeSourd:  Yes,  I  will  stipulate  that  that  is 
true,  but  also  object  that  it  is  completely  irrelevant 
in  any  way  to  this  matter,  beyond  the  scope  of  di- 
rect examination  and  certainly  no  indication  here 
that  this  witness  knew  anything  about  it. 

The  Court:  As  I  understand,  you  would  stipu- 
late that  that  is  the  amount  but  if  the  matter  is 
used  in  a  question,  you  would  object  to  the  mate- 
riality of  the  question,  is  that  it? 

Mr.  LeSourd:  Yes,  on  Counsel's  statement  that 
this  is  taken  from  the  bank  as  a  true  statement  of 
what  the  account  was. 

The  Court:  The  stipulation  may  show,  and  the 
objection  [4631]  may  show  to  the  materiality  and 
relevancy  of  the  issue  and  the  Court  would  overrule 
that  objection. 

Mr.  LeSourd:     Thank  you. 

Mr.  Obenour:    Thank  you,  Mr.  LeSourd. 

Mr.  Moriarty:     What  was  the  amount? 

Mr.  Obenour:    $19,956.91. 

Q.  (By  Mr.  Obenour):  Would  you  add  $19,- 
956.91,  please,  to  those  other  two  figures  ? 
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A.    Yes. 

Q.  This  was  the  Alpine  Ice  Cream  account  and 
the  Alpine  Ice  Cream  Company  was  owned  outright 
by  Mr.  Forster,  is  that  correct? 

A.    It  must  be. 

Q.    Would  you  add 

A.  (Interposing)  I  have  them  added,  $199,- 
141.91. 

Q.  That  is  within  $659  of  the  $200,000  adjust- 
ment to  cash  you  made  to  the  financial  statement 
you  made  to  the  bank  in  February,  1948,  is  that 
correct?  A.     It  is  not. 

Q.     What  is  the  amount? 

A.     I  have  explained  this  about  five  times. 

Q.     Pardon  me. 

A.  You  are  asking  me  about  191.  All  right. 
Let's  [4632]  apply  it.  You  have  got  a  net  worth  of 
$755,000. 

Let's  add  199.  That  would  give  you  a  net  worth 
of  $955,000. 

Mr.  Obenonr:  I  ask  that  the  question  be  read,  if 
the  Court  please. 

The  Court:    Mr.  Reporter,  read  the  question. 
(Whereupon,  the  following  was  read  by  the 
reporter :) 

"What  is  the  amount?" 

Mr.  Obenour :    The  prior  question. 

Thr  Court:    The  prior  question,  Mr.  Reporter. 
(Whereupon,  the  following  was  read  by  the 
reporter:) 

>,^      rrn^   ;P  ^ti^-r,  d^9  of  fhn  $200,000  adjust- 
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ment  to  cash  you  made  to  the  financial  statement 
you   made  to  the  bank  in  February,  1948,  is  that 
correct?"  A.    No. 

The  Court:     What  amount? 

Mr.  Obenour:  The  difference  between  the  figures 
he  added  and  the  $200,000  adjustment. 

Mr.  LeSourd :  I  will  object  to  that,  your  Honor, 
as  assuming  that  these  figures  have  anything  to  do 
with  the  adjustment. 

The  Court:  It  is  a  matter  of  calculation.  [4633] 
The  Court  will  sustain  the  objection. 

Q.  (By  Mr.  Obenour) :  Your  figure  then  of 
$199,300 

A.  (Interposing)  $199,141.91  taken  from  these 
exhibits  here. 

Q.  And  then  to  that  would  you  add  $93,848.11 
which  you  stated  and  testified  earlier  was  on  the 
Alpine  books  for  cash  and  cash  in  banks  as  of  that 
date.  A.    You  want  that  total? 

Q.    Please.  A.     $292,990.02. 

Q.  Now,  in  fact,  Mr.  Forster  had  bank  accounts 
totalling  $292,000  as  of  the  date  of  February  28, 
1948;  that  is,  accounts  of  his  own,  is  that  not  cor- 
rect? 

A.     That  is  what  these  schedules  show,  yes. 

Q.  But  the  figure  of  $293,000,  you  say,  you  ex- 
plained to  the  bank  was  merely  reached  by  adjust- 
ments of  quick  liquidation? 

A.    That  is  correct. 

Q.  So  that  when  you  were  discussing  cash  of 
Mr.  Forster  for  the  purpose  of  making  a  loan  you 
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explained  the  cash  by  an  adjustment  and  never  re- 
vealed the  fact  to  the  bank  that  he  actually  had 
$292,000  cash,  is  that  correct1?  [4634] 

Mr.  LeSourd:  Object  to  the  question,  your 
Honor,  as  indicating — assuming  that  this  witness 
knew  about  these  bank  accounts. 

The  Court:    Objection  sustained. 

Q.  (By  Mr.  Obenour)  :  At  the  time  this  $293,- 
000  figure  was  given  to  the  bank,  you  explained  it 
as  being  adjustments  and  to  your  knowledge  the 
bank  was  never  advised  that  in  fact  Mr.  Forster 
had  that  amount  in  cash,  is  that  correct? 

A.     I  do  not  know. 

Q.  What  is  the  amount  of  cash  shown  on  the 
statement  of  September,  1945,  Exhibit  125,  please? 

A.     September,  1945 

Mr.  LeSourd:  (Interposing)  Are  you  speaking 
of  cash  of  Alpine  Dairy? 

Mr.  Obenour:  Cash  shown  on  financial  statement 
given  to  Peoples  National  Bank,  September,  1945. 

A.  (Continuing)  There  are  two  figures,  one 
marked  "cash"  and  one  marked  "bank." 

Q.     (By  Mr.  Obenour)  :    What  are  the  totals? 

A.     It  would  be  $50,157.09. 

Q.  And  that  shows  an  increase  of  $240,000,  ap- 
proximately, of  cash  and  cash  in  banks  in  a  year 
and  a  half?  [4635] 

Mr.  LeSourd:  Object  to  the  question,  your 
Honor,  as  assuming  there  is  any  relationship  be- 
tween these  two  figures. 
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The  Court:  The  Court  will  sustain  the  objec- 
tion. 

Mr.  LeSourd:    Thank  you. 

Q.  (By  Mr.  Obenour  continuing):  During  this 
period,  I  believe  you  testified,  Mr.  Taylor,  thai  Mx. 
Forster  was  drawing  only  $18,000  a  year  from  1945 
to  1949? 

A.     Yes,  that  is  my  recollection. 

Q.  Isn't  it  true,  Mr.  Taylor,  that  at  no  time  did 
you  or  Mr.  Forster  give  a  statement,  oral  or  written, 
to  any  bank  official  that  showed  that  in  fact,  Mr. 
Forster  had  any  accumulation  of  cash  as  in  fact  he 
had  from  that  account  of  $292,000? 

Mr.  Griffin:  May  that  question  be  read,  your 
Honor  % 

The  Court:  Mr.  Reporter,  read  the  question, 
please. 

(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

Mr.  LeSourd:  I  will  object  to  that,  your  Honor, 
as  calling  for  a  statement  by  this  witness  as  to 
[4636]  what  Mr.  Forster  did. 

Mr.  Obenour:    To  his  knowledge. 

Mr.  LeSourd:  To  his  knowledge,  I  have  no  ob- 
jection. 

A.     I  have  no  knowledge  of  it. 

Q.  (By  Mr.  Obenour)  :  Isn't  it  a  fact,  Mr.  Tay- 
lor,  that  in  all  these  years,  you  gave  no  statement 
to  anyone  that  would  show  the  true  accumulation  of 
cash  of  Mr.  Forster  in  his  savings  accounts  because 
his  accumulation  of  cash,  such  as  this,  so  far  as  in 
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excess  of  his  salary,  was  one  thing  you  could  not 

explain  in  an  income  tax  prosecution? 

Mr.  LeSourd:     Objection,  your  Honor. 

The  Court:    Objection  sustained. 

Q.  (By  Mr.  Obenour)  :  I  believe,  is  it  not  true, 
Mr.  Taylor,  that  an  accumulation  of  cash  in  excess 
of  the  total  salary  drawn  as  indicated  on  a  tax  re- 
turn could  not  be  explained  to  the  Internal  Revenue 
Bureau  % 

Mr.  LeSourd:  Objected  to  as  argumentative 
and  hypothetical.  I  object  to  the  form  of  the  ques- 
tion. 

The  Court:    Objection  sustained.  [4637] 

Q.  (By  Mr.  Obenour) :  Now,  besides  these 
amended  financial  statements,  I  believe  you  have  in- 
dicated there  were  some  altered  records  of  the  other 
corporations.  Is  that  true,  Mr.  Taylor? 

Mr.  Obenour:    Can  I  have  A-44  and  212? 

Mr.  LeSourd:    Object  to  that. 

The  Court:     Mr.  Reporter,  read  the  question. 
(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

Mr.  LeSourd:  Object  to  that  as  assuming  that 
the  testimony  is  as  to  altered  records. 

Mr.  Obenour:  There  has  been  testimony,  your 
Honor. 

The  Court:    Pardon? 

Mr.  Obenour:  There  has  been  testimony  of  al- 
tered records  in  the  examination  by  Mr.  Griffin. 

The  Court:  The  Court  will  sustain  the  objec- 
tion. 
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Mr.  Obenour:  Can  I  have  212,  212-A  and  A-31, 
A-44. 

212,  212-A,  A-31. 

(Whereupon,  exhibits  were  handed   to  Mr. 
Obenour  by  the  Clerk.) 

Q.  (By  Mr.  Obenour)  :  Handing  you  Exhibit 
A-41,  which  has  been  [4638]  identified  as  the  state- 
ments given  to  you  by  Mrs.  Simonson  of  Finstad 
and  Utgard  in  monthly  statements,  it  is  my  under- 
standing that  you  testified  under  examination  of  Mr. 
Griffin,  that  in  December,  1947,  accounts  payable 
were  raised  $10,000;  is  that  correct? 

Mr.  LeSourd:  If  your  Honor  please,  may  it  be 
understood  that  our  continuing  objection  goes  to 
this  matter  as  beyond  the  scope  of  direct  and  irrele- 
vant and  immaterial'? 

The  Court:  Objection  may  show.  Objection  over- 
ruled. Do  you  have  the  question  in  mind,  Mr.  Tay- 
lor? 

The  Witness:     Yes. 

A.  The  accounts  payable  were  increased  to  cover 
some  bonus  that  they  owed,  yes. 

Q.  (By  Mr.  Obenour)  :  Mr.  Egeness  did  that, 
is  that  correct?  A.     Yes. 

Q.  Now,  inventory  was  changed  at  the  same 
time,  December,  1947;  did  Mr.  Egeness  do  that? 

A.    Yes. 

Q.  And  the  inventory  in  1946,  and  1948,  was 
changed;    did   Mr.    Egeness   do   that,    too? 

A.    Yes. 

Q.    Did  you  discuss  these  alterations  of  the  fig- 
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ures  given  to  you  by  Mr.  Egeness  with  Mr.  Fors- 
ter? [4639] 

Mr.  LeSourd:  Object  to  the  characterization  "al- 
terations." 

The  Court:  Haven't  you  used  the  word 
"changed"? 

Q.  (By  Mr.  Obenour  continuing)  :  Did  you  dis- 
cuss the  changes  made  by  Mr.  Egeness  with  Mr. 
Forster  ? 

A.     You  mean,  did  I  do  it  personally? 

Q.  Did  you  discuss  with  Mr.  Forster  the  changes 
made  by  Mr.  Egeness? 

A.  It  is  my  recollection  that  when  these  figures 
were  given  to  me,  Mr.  Egeness  and  Mr.  Forster  and 
I  were  together. 

Q.  So  that  Mr.  Forster  knew  at  the  same  time 
that  you  did,  that  these  figures  had  been  changed 
by  Mr.  Egeness? 

Mr.  Griffin:    Object  to  the  form. 

The  Court:     Objection  sustained. 

Q.  (By  Mr.  Obenour  continuing)  :  But  he  was 
present,  is  that  your  recollection? 

A.     He  was  present. 

Q.  Handing  you  212  and  212-A,  the  books  main- 
tained by  Mr.  Schneider  at  Renton,  it  is  my  under- 
standing of  your  testimony  there  that  those  changes 
made  in  the  [4640]  accounts  payable  for  July, 
1946,  were  made  by  Mr.  Schneider;  is  that  correct? 

Mr.  LeSourd:  I  object  to  that  as  assuming  evi- 
dence not  in  issue.  The  testimony  was  that  he  didn't 
know  who  made  the  changes. 
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The  Court:     Objection  sustained. 

Q.  (By  Mr.  Obenour  continuing) :  There  are 
changes  in  the  accounts  payable  for  July,  1946,  in 
the  accounts  payable  book  of  Renton  Ice  and  Ice 
Cream  % 

Mr.  Griffin:  I  object  to  the  question,  and  only 
for  this  reason,  if  the  Court  please: 

In  spite  of  our  case  in  chief,  and  calling  Mr. 
Schneider,  they  cross-examined  the  witness  in  their 
chief  cross-examination,  and  I  don't  believe  they 
need  to  reiterate  it  again. 

The  Court:  Was  this  some  item  not  covered  in 
your  cross-examination  % 

Mr.  Obenour :  No,  sir,  but  it  was  covered  by  Mr. 
Griffin  and  Mr.  Schneider  was  down  there  and  said 
it  was  some  figures  Mr.  Taylor  gave  him. 

The  Court:  Without  going  into  it  again,  if  you 
are  going  to  some  matters 

Mr.  Obenour:     (Interposing)     Yes,  sir. 

The   Court:      (Continuing) that   you    think 

[4641]  pertains  to  matters  brought  out  by  Mr.  Grif- 
fin, the  Court  will  overrule  the  objection. 

What  is  the  pending  question  ? 

Mr.  Griffin:  I  may  suggest,  your  Honor,  again 
I  don't  mind  the  time,  but  I  only  cross-examined  on 
the  direct  examination  in  regard  to  this  witness,  and 
the  Government's  case  involving  these  particular 
books. 

Mr.  LeSourd :  The  matter  has  been  covered  twice 
now  with  this  witness. 

The  Court:     I  am  in  agreement  on  thai,  but  of 
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course,  I  can't  know  what  item  might  be  sought  by 

the  Government  on  this  cross-examination. 

Mr.  Griffin:  All  right;  I  will  withdraw  my  ob- 
jection that  it  has  been  covered. 

The  Court:  If  it  is  repetitious  in  any  way,  the 
Court  will  sustain  the  objection;  or,  do  you  have 
some  matters  that  should  be  covered  in  the  original 
cross?  Now,  do  you  wish  to  state  the  question,  Mr. 
Obenour,  or  do  you  want  the  reporter  to  read  it  1 

Mr.  Obenour :    May  the  reporter  read  it  ? 

The  Court:  Mr.  Reporter,  read  the  question, 
please. 

(Whereupon,  preceding  question  was  read  by 
the  reporter.)   [4642] 

Mr.  LeSourd:    Is  that  1946,  Mr.  Obenour? 

Mr.  Obenour:     Yes. 

A.     I  don't  see  any. 

Q.  (By  Mr.  Obenour)  :  Accounts  payable  were 
changed  in  July,  1947? 

Mr.  LeSourd:    Well 

The  Court:     (Interposing)     1947,  now? 

Mr.  Obenour:    Yes,  sir. 

Mr.  Griffin:  The  witness  has  testified,  if  the 
Court  please,  he  is  not  familiar  with  that  book, 
even. 

Mr.  Obenour:  He  testified,  if  the  Court  please, 
that  certain  figures  were  added  to  it  by  him. 

The  Court:     He  may  answer. 

A.     I  don't  see  any  change. 

Q.     (By    Mr.    Obenour) :     You    don't    see    any 
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change;  were  the  changes  made  in  the  inventory,  Ex- 
hibit A-31? 

Mr.  LeSourd:  What  company  are  you  talking 
about? 

Q.  (By  Mr.  Obenour  continuing)  :  Exhibit  A- 
31,  balance  sheet  of  Issaquah  Creamery;  as  T  un- 
derstand your  testimony,  the  inventory  was  changed 
$10,000  by  Mr.  Erickson;  is  that  correct?  [4643] 

Mr.  LeSourd:  Is  this  the  end  of  1948  you  are 
talking  about? 

Mr.  Obenour:     Yes,  sir;  A-31. 

Mr.  LeSourd:  Object  as  repetitious,  fully  cov- 
ered. 

Mr.  Keesling:  We  object  to  his  statement  about 
Mr.  Erickson. 

The  Court:  The  Jury  will  disregard  the  state- 
ment of  Counsel  if  it  is  not  in  accord  with  your 
recollection  in  all  instances  where  counsel  may  pro- 
pose to  state  what  he  conceives  to  be  the  evidence. 

Mr.  LeSourd:  Mr.  Keesling's  objection  is  well 
taken.  That  was  not  his  testimony. 

The  Court:  I  will  strike  the  testimony — I  mean, 
the  comment  of  counsel  upon  your  request. 

Mr.  Keesling:     I  move  to  strike. 

The  Court:  The  comment  of  counsel  will  be 
stricken  and  the  jury  will  disregard  it. 

Now,  we  will  proceed. 

Q.  (By  Mr.  Obenour)  :  It  is  my  understanding, 
referring  now  to  212,  that  in  this  entry  for  July, 
1947,  that  these  l's  that  were  added  in  front  of 
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these  nine  figures  were  not  done  by  you,  is  that 

correct?  A.     That  is  correct,  [4644] 

Q.  And  was  it  your  testimony  as  to  who  did 
these  changes  of  those  l's  and  put  the  final  total 
down  there? 

The  Court:  You  had  better  restate  that  ques- 
tion, Mr.  Obenour. 

Q.  (By  Mr.  Obenour  continuing)  :  And,  to  your 
knowledge,  do  you  know  who  put  the  l's  there? 

A.     I  do  not. 

Q.  To  your  knowledge,  do  you  know  whose  writ- 
ing  is  that  who  made  the  total  at  the  bottom  there? 

A.     It  looks  like  Mr.  Schneider's. 

Q.    And  these 

The  Court:    "There,"  is  that 


Mr.  Obenour:  (Interposing)  Yes,  sir;  I  am 
pointing  to — referring  to  Exhibit  212  for  the 

The  Court:  (Interposing)  Are  you  pointing  to 
the  end? 

Mr.  Obenour:  Yes,  sir;  the  end  of  July  ac- 
counts payable  for  the  year  1947,  of  Exhibit  212. 

Q.  (By  Mr.  Obenour  continuing)  :  And  now,  re- 
ferring to  the  end  of  the  accounts  payable  for  July, 
1946,  and  these  figures  down  here  of  $14,338,  are 
those  figures  by  you?  Is  that  the  correct  testimony? 

A.     That  is  my  figure,  yes.  [4645] 

Q.  And  the  changes  from  the  eight  thousand  dol- 
lars figure  to  fourteen  thousand  was  not  done  by 
you,   is  that  your  testimony? 

A.     That  is  right. 

Mr.  LeSourd:     T  will   object.  There  is  fin   eight 
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thousand  dollar  figure  total,  and  then   some   little 
pencil  figure  at  the  front  of  the  month.   I   don't 
know  what  it  is. 

The  Court:  The  Court -will  strike  the  question 
and  answer. 

Q.  (By  Mr.  Obenour)  :  Referring  to  A-31,  what 
is  the  figure — it  is  my  understanding  that  the  in- 
ventory is  lowered  ten  thousand  dollars  on  the  bal- 
ance sheet  from  the  figure  supplied  by  Mr.  Erick- 
son ;  is  that  correct  % 

A.  Mr.  Obenour,  will  you  give  me  the  work  sheet 
that  goes  with  A-31,  please? 

Q.  Is  that  your  testimony?  Is  that  your  testi- 
mony on  cross-examination? 

Mr.  LeSourd:  Just  a  moment,  Mr.  Obenour.  This 
matter  was  gone  into,  and  the  witness  was  given 
the  work  sheet  and  if  you  want  him  to  go  over  it, 
I  think  you  should  give  him  the  work  sheet  and 
go  over  it  again. 

The  Court:    What  is  the  question,  Mr.  Reporter? 
(Whereupon,  preceding  question  in  two  parts 
was  read  by  the  reporter.) 

Mr.  Griffin:  I  don't  see  how  he  could  answer 
that  question. 

The  Court:  I  think  you  would  have  to  reframe 
that,  Mr.  Obenour. 

Mr.  Obenour:     Yes,  sir. 

Q.  (By  Mr.  Obenour  continuing)  :  Was  there 
a  change  in  the  figure  of  inventory  that  you  used  on 
the  balance  sheet  from  that  supplied  by  Mr.  Erick- 
son?  A.     Yes,  there  was  a  change. 
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Q.    And  who  made  the  change? 

A.    Who  made  the  change*? 

Q.    Yes,  sir. 

A.     Well,  I  changed  it  on  the  work  papers,  yes. 

Q.  Did  you  discuss  this  change  with  Mr.  Fors- 
ter? 

A.  Any  changes  that  were  made  of  that  type 
were  discussed  with  Mr.  Forster. 

Q.  Did  you  discuss  the  changes  on  the  Renton 
books  with  Mr.  Forster? 

Mr.  LeSourd:  I  objection  to  that,  your  Honor. 
He  testified  he  didn't  know  about  any  change  in 
the  Renton  books.  There  is  no  changes  shown. 

The  Court:  It  is  assuming  something  not  in  evi- 
dence, Mr.  Obenour.  [4647] 

Mr.  Obenour :  All  right,  sir.  I  will  withdraw  the 
question. 

Q.  (By  Mr.  Obenour)  :  And,  referring  to  the 
Stephenson  check,  which  was — rather,  the  entry  in 
the  journal  of  the  duplication  of  the  Stephenson  ac- 
count payable  in  the  amount  of  approximately 
eighteen  thousand  dollars,  are  you  familiar  with 
that?  A.     I  am  not. 

Mr.  LeSourd:  Just  a  moment.  I  will  object  to 
this  as  improper  cross-examination. 

Mr.  Keesling:    I  join  in  the  objection. 

Mr.  LeSourd:    Not  something  gone  into. 

Mr.  Obenour:  I  believe  Mr.  Griffin  went  into  it. 
The  journal  entry,  rather  than  the  check. 

Mr.  Griffin :  I  never  mentioned  that  either  in  the 
cross-examination. 
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The  Court:  If  you  have  the  journal  entry  as  an 
exhibit  to  which  you  can  refer  to 

Mr.  Obenour:     (Interposing)     Yes,  sir. 

The  Court:     (Continuing)     you  might  refer 

to  it. 

Mr.  Obenour:     272,  please.  [4648] 

Q.  (By  Mr.  Obenour) :  Do  you  have  the  ac- 
counts payable  portion,  the  accounts  payable  entry 
for  December,  1949,  for  Issaquah  Creamery  ./ 

Mr.  LeSourd:  This  is  Mr.  Erickson's  journal  we 
arc  looking  at,  Mr.  Obenour. 

Mr.  Obenour:    272. 

Mr.  Keesling :    That  is  not  it  ? 

Mr.  Obenour:  Is  that  the  wrong  exhibit  num- 
ber? I  am  sorry. 

Mr.  LeSourd:    You  have  it  confused. 

Mr.  Obenour:    213. 

(Whereupon,   document   was  handed   to   the 
witness  by  Mr.  Obenour.) 

Q.  (By  Mr.  Obenour) :  Will  you  find  the  entiy 
for  December,  1949  ?  A.     What  is  the  entry  ? 

Q.     Accounts  payable. 

Mr.  Keesling:    May  I  inquire  as  to  what  item? 

Mr.  Obenour:  Accounts  payable,  the  entry  of 
Stephenson. 

Mr.  Keesling:  That  is  completely  beyond  the 
cross-examination. 

The  Court:    I  don't  recall  it,  Mr.  Obenour. 

Mr.  Obenour:  I  might  be  in  error.  It  is  my  recol- 
lection it  was  asked.  [4649] 

Mr.  Griffin:    If  the  Court  please,  I  advise  your 
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Honor  I  would  go  over  my  notes  at  night  and  con- 
tinue into  cross-examination.  I  did  have  at  least  a 
day's  cross-examination,  and  this  is  one  of  the  items 
I  eliminated  and  never  mentioned. 

The  Court:    I  have  no  memory  of  it. 

Mr.  Obenour:  I  am  sorry.  I  will  withdraw  the 
reference. 

Q.  (By  Mr.  Obenour)  :  This  was  an  item  of 
fifty-one  thousand  dollars  that  was  changed  in  your 
work  sheet  for  accounts  payable  in  December,  1949; 
was  that  not  correct?  A.     Yes. 

Q.  And  who  made  the  original  change  and  gave 
it  to  you? 

Mr.  LeSourd:  If  your  Honor  please,  we  have 
been  over  this  several  times.  Mr.  Obenour  was  on 
the  original  cross-examination.  I  have  no  objection 
to  going  over  it  again,  except  it  takes  time,  and  it 
is  repetitious. 

The  Court:  Again,  it  has  been  gone  over  many 
times,  and  if  the  Government  has  some  particular 
point  they  wish  to  bring  out,  as  a  result  of  the 
cross-examination  of  Mr.  Griffin,  it  would  be  proper. 

I  am  at  a  loss  to  know  what  it  is,  but  you  [4650] 
may  proceed. 

A.     I  answered  it  "yes." 

Q.  (By  Mr.  Obenour) :  And  who  made  the 
change  originally  that  gave  the  information  to  you? 

A.  The  information  was  given  to  me  by  Mr. 
Erickson. 

Q.  Did  he  also  give  you  the  information  about 
the  milk  drafts  and  inventory  figures? 
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A.     Correct. 

Q.  And  you  stated  that  you  changed  your  ledger 
because  Mr.  Forster  had  said  that  the  profit  was 
too  high,  and  that  you  had  left  them  with  your 
statement  that  if  they  found  any  errors  in  their 
books,  you  would  correct  your  ledger;  is  that  cor- 
rect? A.     That  is  correct. 

Q.  Now,  you  said  you  knew  nothing  wrong 
about  these  corrections  at  the  time  that  you  made 
them,  the  fifty-one  thousand  dollars  accounts  pay- 
able and  milk  draft  and  inventory  changes'? 

A.     Yes,  that  is  correct. 

Q.  That  you  yourself  found  that  there  was  fifty 
thousand  dollars  wrong  in  April,  did  you  not,  Mr. 
Taylor? 

A.  You  are  referring  to  the  minus  inventory, 
I  [4651]  presume. 

Q.    Yes,  sir. 

Mr.  Obenour:     Exhibit  A-51,  please,  and  A-120. 

Q.  (By  Mr.  Obenour  continuing)  :  You  did  find 
something  wrong  in  April,  the  fifty  thousand  dol- 
lars, according  to  your  testimony,  is  that  correct? 

A.  I  didn't  say  I  found  something  wrong.  I 
thought  there  might  be  something  wrong. 

Q.  But  you  thought  there  was  something  wrong 
enough  to  make  an  adjustment  of  fifty  thousand 
dollars,  did  you  not? 

A.  I  made  a  suggested  change  to  call  it  to  the 
attention  of  all  interested. 

Q.  You  did  call  it  to  the  attention  that  some- 
thing was  wrong;  did  you  ever  find  anything  wronc: 
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in  the  amount  of  fifty  thousand  dollars  in  the  books 
of  Issaquah  Creamery  as  of  the  first  four  months 
of  1949.  A.     I  did  not  check. 

Q.  You  did  not  check;  so  that  the  adjustment 
that  you  made,  contrary  to  the  showing  of  what 
was  made  on  your  books,  was  done  strictly  because 
you  thought  something  was  wrong? 

A.  That  is  right,  and  it  had  absolutely  nothing 
[4652]  to  do  with  income  tax  in  any  way,  shape  or 
form. 

Q.     And  the  minus  inventory  was  your  figure? 

A.    It  was  a  calculation  I  made,  yes. 

Q.  Did  you  ever  receive  a  minus  inventory  fig- 
ure from  Mr.  Erickson?  A.     It  is  possible. 

Q.  Handing  you  Exhibit  A-120,  whose  hand- 
writing is  this  slip  of  Issaquah  Creamery,  with  the 
inventory  and  the  figures? 

Mr.  LeSourd:  I  object,  your  Honor.  The  exhibit 
is  not  in  evidence. 

Mr.  Obenour:  I  am  asking  for  identification,  if 
the  Court  please,  and  we  would  again  offer  it. 

Mr.  Griffin :  I  had  it  identified,  but  did  not  offer 
it,  if  the  Court  please,  as  I  recall. 

The  Court:     Was  it  used  at  all? 

Mr.  Griffin:    It  wasn't  used  at  all. 

Mr.  Keesling:  It  wasn't  offered  at  all,  your 
Honor.  It  is  a  1950  item. 

Mr.  Obenour:    March,  1950. 

The  Court:    It  is  an  item  on  March  figures? 

Mr.  Obenour:    Yes. 

The  Court:     Objection   sustained.  They  are  not 
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figures  involved  here,  and  I  think  one  offer  was 

made  of  a  similar  document.   [4653] 

Mr.  Griffin:  That  is  the  reason  I  didn'1  offer 
this,  because  you  sustained  other  similar  objection. 

Q.  (By  Mr.  Obenour)  :  Did  you  ever — you  say 
you  have  never  examined  the  books  of  Issaquah 
Creamery  to  support  the  final  adjustment  you  made 
at  the  end  of  1949? 

A.     I  don't  recollect  ever  looking  at  them. 

Q.  So  that  there  have  been  no — you  have  never 
found  the  errors  for  either  your  fifty  thousand  dol- 
lar adjustment  or  the  final  adjustment  of  fifty-one 
thousand — sixty-one  thousand  dollars  made  at  the 
end  of  the  year? 

A.  Fifty-one  thousand  adjustment  was  made  at 
the  end  of  the  year. 

Q.  So  that  you  have  never  found  any  errors  to 
substantiate  that? 

A.     I  have  made  no  check  of  it,  no. 

Q.  Of  all  these  adjustments  by  Mr.  Egeness,  Mr. 
Erickson  and  Mr.  Schneider,  Mr.  Forster  was  the 
only  man  who  benefited  from  all  of  them;  is  that 
correct? 

Mr.  Griffin:  Just  a  moment.  May  I  hear  that 
question  read? 

The  Court:    Mr.  Reporter,  read  the  question. 

(Whereupon,  preceding  question  was  read  by 
the  reporter.)   [4654] 

Mr.  Griffin:    I  object  to  the  form. 
The  Court:     Objection  sustained. 
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Q.  (By  Mr.  Obenour) :  Did  Mr.  Forster  benefit 
from  the 

Mr.  Griffin:  (Interposing)  I  object  to  the  form 
of  that  question.  If  this  is  a  benefit,  it  is  something 
new. 

The  Court:  The  Court  will  sustain  the  other 
objection. 

This  question  isn't  completed,  but  if  it  is  asking 
this  question  as  it  was  sustained  as  to  benefit,  the 
Court  would  sustain  an  objection  to  questions  of 
that  character. 

Q.  (By  Mr.  Obenour) :  Mr.  Forster  received 
additional  income  as  a  result  of  the  changes  made 
by  Mr.  Egeness  at  Finstad  and  Utgard,  didn't  he? 

Mr.  Griffin:  We  will  object  to  the  form  of  that 
question.  There  could  be  neither  additional  nor  less 
income. 

The  Court:    Well,  I  would  overrule  the  objection. 

Mr.  LeSourd:    It  is  a  separate  corporation. 

The  Witness:    May  I  hear  that?  [4655] 

The  Court:  Mr.  Obenour,  is  this  made  as  to 
other  companies? 

Mr.  Obenour:  Yes,  sir;  Finstad  and  Utgard. 
Finstad  and  Utgard,  we  have  just  discussed  these 
alterations  or  changes,  if  the  Court  please. 

The  Court:  Will  you  restate  the  question,  Mr. 
Obenour  ? 

Q.  (By  Mr.  Obenour  continuing)  :  Mr.  Forster 
owned  Finstad  and  Utgard  at  the  time  the  changes 
were  made,  is  that  not  true?  Changes  made  by  Mr. 
Egeness  that  was  just  referred  to? 
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A.    Yes,  he  owned  it. 

Q.  And  did  he  receive  additional  Income  as  a 
result  of  this  change?  A.    The  corporation. 

Q.  The  corporation  owned  by  Mr.  Forster  did 
receive  additional  income? 

A.     The  corporation  did,  yes. 

Q.  And  Mr.  Forster  received  additional  income 
as  a  result  of  the  changes  in  the  accounts  payable 
by  someone  at  Renton  Ice  and  Ice  Cream,  is  that 
not  correct? 

Mr.  LeSourd:  If  the  Court  please,  may  our 
standing  objection  be  considered  to  going  to  all  of 
tin's?  [4656] 

Mr.  Griffin:  My  objection  is  specific  as  to  this 
question.  Factually,  it  is  not  true,  in  the  first  place. 

In  the  second, 

The  Court:  (Interposing)  I  think  this  question 
is  beyond  the  scope  of  the  cross-examination  at  this 
time. 

The  Court  will  sustain  the  objection. 

Q.  (By  Mr.  Obenour  continuing)  :  Isn't  it  true 
that  Mr.  Forster 's  name  does  not  appear  on  a  single 
income  tax  form  in  any  way  on  any  company  of 
which  he  had  an  interest  with  exception  of  Issa- 
quah  Creamery  and  his  own  personal  tax  return  ? 

Mr.  LeSourd:  Objected  to  as  irrelevant  and  im- 
material. 

The  Court:    Objection  sustained. 

Mr.  Obenour:    No  further  questions. 

Mr.  LeSourd:    If  there  is  further  cross,  I  would 
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like  to  have  it  be  completed  before  our  redirect, 

your  Honor. 

The  Court:  Mr.  Griffin,  this  will  go  to  the  mat- 
ters covered  by  Mr.  Keesling  and  Mr.  Obenour. 

Mr.  Griffin:    Yes,  your  Honor,  and  on  one  item. 

Recross  Examination 

Q.  (By  Mr.  Griffin) :  Mr.  Taylor,  I  understood 
your  testimony  to  be  and  I  believe  you  stated — you 
stated  about  seven  times — with  reference  to  Exhibit 
252,  financial  statement  of  February  28,  1948,  that 
the  cash  on  hand  and  in  banks  of  $293,848.11  was 
made  up,  as  you  testified,  of  $93,848.11  shown  as 
cash  in  the  books  of  Alpine  Dairy  and  the  other  two 
hundred  thousand  dollars  was  formulated  on  your 
analysis  of  the  quick  assets,  is  that  it? 

Mr.  LeSourd:  Objected  to,  your  Honor,  as  im- 
proper recross.  He  went  into  it  on  his  own  cross- 
examination. 

Mr.  Griffin:    This  is  preliminary  to  my  question. 

The  Court:  Objection  overruled  if  it  is  a  pre- 
liminary question. 

Q.  (By  Mr.  Griffin  continuing)  :  That  is  correct, 
is  it  not  %  A.    Yes. 

Q.  Mr.  Taylor,  I  will  ask  you  if  on  May  5, 
1948,  you  did  not  confer  with  the  Peoples  National 
Bank  with  Mr.  Quinten  H.  Ellis,  the  credit  man- 
ager, in  connection  with  this  statement  of  Febru- 
ary 28,  [4658]  Exhibit  252,  or  a  duplicate  thereof. 

Mr.  LeSourd:  Same  objection,  your  Honor;  also 
irrelevant  and  immaterial. 
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The  Court:    Objection  overruled. 
A.    I  don't  exactly   remember,  no. 

Q.  (By  Mr.  Griffin):  I  will  ask  you  if  it  was 
not — if  that  is  not  the  occasion  to  which  yon  have 
testified  you  were  secretly  called  to  confer  with  the 
credit  manager  of  the  Peoples  National  Bank? 

Mr.  LeSourd:  Objected  to,  your  Honor.  He  says 
lie   doesn't  remember  the   person. 

The  Court:     Objection  overruled. 

A.  I  am  afraid  in  saying  secretly  that  I  was  a 
little  bit  strong.  It  wasn't  secretly.  They  just 
phoned  me.  I  didn't  mean  to  make  it  appear  that 
it  was  so  secret,  but  I  don't  know,  I  do  not  remem- 
ber whether  it  was  Mr.  Ellis  or  not. 

Q.  (By  Mr.  Griffin)  :  I  will  ask  you  if  on  May 
5,  1948,  at  the  Peoples  National  Bank  in  your  ex- 
planation of  the  assets  shown  on  the  statement  of 
February  28,  1948,  you  did  not  state  to  Mr.  Ellis 
in  sustance  and  effect  that  the  cash  on  hand  and 
in  banks  of  293  thousand  dollars,  of  $293,848.11,  was 
in  part  Alpine  Dairy  [4659]  operation  and  the  re- 
mainder personal  cash  of  Hans  Forster? 

A.     No,  I  have  no  recollection  of  it. 

Q.  Would  you  say  that  you  did  not  so  state 
on  that  occasion  on  that  date  the  substance  of  that 
question  and  answer  to  Mr.  Ellis? 

A.     I  would  say  that  I  did  not  say  that. 

Q.  Mr.  Taylor,  on  February  12,  1948,  the  date 
of  that  statement  you  had  a  conference  at  the 
Peoples  National  Bank  with  Phillip  A.  Strack, 
didn't  you? 
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Mr.  LeSourd :    Objected  to. 

A.     I  don't  remember. 

Mr.  LeSourd:  Just  a  moment,  Mr.  Taylor.  Ob- 
jected to  as  containing  an  improper  statement.  Feb- 
ruary 12th  was  not  the  date. 

The  Court:    Is  that  the  date  of  the  statement? 

Mr.  Griffin:  No,  the  date  of  a  meeting.  I  am 
asking  with  reference  to  the  statement  of  Febru- 
ary 28th. 

Q.     (By  Mr.  Griffin)  :    I  ask  you 

Mr.  LeSourd:    Just  a  moment. 

Mr.  Griffin:  I  will  withdraw  that  question  and 
reframe  it.  [4660] 

Q.  (By  Mr.  Griffin  continuing) :  I  will  ask  you 
if  in  February  1948  you  did  not  have  a  conference 
at  the  Peoples  National  Bank  with  Phillip  A. 
Strack  involving  the  matter  of  borrowing — that  is, 
Hans  Forster  borrowing — two  hundred  thousand 
dollars  for  the  construction,  estimated  cost  and 
partial  construction,  of  the  Alpine  Ice  Cream  plant  ? 

A.  When  you  read  the  balance  of  it  I  do  recol- 
lect a  discussion  of  two  hundred  thousand  dollars 
to  build  an  ice  cream  plant. 

Q.     That  was  in  February,  1948,  wasn't  it? 

A.     The  date  I  do  not  remember. 

Q.  And  the  purpose  of  Exhibit  252,  February 
28.  1948,  was  to  give  the  bank  a  true  financial 
statement  of  Mr.  Forster's  position  in  connection 
with  the  contemplated  two  hundred  thousand  dollar 
loan,  wasn't  it? 

A.     I  will  say  it  is  possible.  The  intent  was  to 
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give   Mr.    Forster's   operations,    the   various    com- 
panies he  was  connected  with. 

Q.  I  will  ask  you  if,  in  a  conference  at  said  time 
with  Phillip  A.  Strack,  at  Peoples  National  Hank, 
you  did  not  advise  Mr.  Strack  that  one  hundred 
[4661]  thousand  dollars  of  this  293  thousand  dollars 
was  on  deposit  by  Mr.  Porster  in  the  Washington 
State  Bank,  Issaquah,  Washington? 

Mr.  LeSourd:  I  object,  your  Honor.  It  is  a  com- 
pletely improper  question.  In  the  first  place  he  testi- 
fied that  the  conference  with  Strack  was  in  Febru- 
ary before  this  statement  was  prepared ;  the  confer- 
ence later  on  was  with  Ellis.  Counsel  is  attempting 
to  confuse  this  thing  into  one  over  all  conference. 

Mr.  Griffin:  I  am  asking  strictly  an  impeaching 
question,  if  the  Court  please. 

Mr.  LeSourd:  All  right;  let's  fix  the  date  and 
who  was  present.  I  object  otherwise. 

The  Court:  Well,  the  general  objection  will  be 
overruled.  As  to  time  and  pleace,  it  is  fixed  now  in 
February. 

Mr.  Griffin:  February,  1948,  Peoples  National 
Bank. 

Mr.  LeSourd:    What  date  in  February? 

Mr.  Griffin:    I  can  come  no  closer  than  that,  t1 
the   date   of   the    conference    with    Mr.    Phillip   A. 
Strack. 

The  Court:    February,  1948? 

Mr.  Griffin:  February,  1948,  yes.  your  [4662] 
Honor. 

Mr.  LeSourd:    What  was  the  question 
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Mr.  Griffin:  The  question  is  whether,  at  a  meet- 
ing in  February,  1948,  Phillip  A.  Strack,  Peoples 
National  Bank,  Mr.  Taylor  did  not  advise  Mr. 
Strack  that  Mr.  Forster  had  on  deposit  in  the 
Washington  State  Bank,  Issaquah,  approximately 
one  hundred  thousand  dollars. 

A.     No,  I  did  not  advise  him. 

Mr.  LeSourd:  Just  a  moment,  your  Honor.  I 
will  move  to  strike  both  the  question  and  answer. 
It  is  my  recollection  that  Mr.  Strack  testified  that 
he  didn't  know  Mr.  Taylor  advised  him,  that  he 
didn't  know  who  advised  him. 

The  Court:    It  is  a  foundation  question1? 

Mr.  Griffin:  It  is  a  foundation  impeaching  ques- 
tion. 

Q.     (By  Mr.  Griffin)  :    Now 

The  Court:    Motion  will  be  denied. 

Q.  (By  Mr.  Griffin  continuing) :  Now,  Mr.  Tay- 
lor, in  an  endeavor  to  refresh  your  recollection  I 
read  you  from  Exhibit  A-l  which  are  the  notes  of 
the — of  Mr.  Donaldson  and  Mr.  Strack  of  the  Peo- 
ples National  [4663]  Bank.  This  note  is  under  date 
of  February  12,  1948. 

Following  executive  committee  meeting  of  Febru- 
ary 10,  1948,  dealing  with  the  application  of  a  loan 
by  Mr.  Forster  P.A.S.  has  had  several  discussions 
with  Hans  Forster  and  his  accountant  Hicks  Taylor 
over  financing  of  a  new  ice  cream  plant  on  their 
present  property  at  4058  Rainier  Avenue. 

Does  that  refresh  your  recollection  of  the  con- 
ference with  Mr.  Strack? 
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A.     I  was  in  probably  one  of  five  or  six. 

Mr.  LeSourd:  I  will  now  renew  my  motion  to 
strike  the  so-called  impeaching  question.  He  has 
now  fixed  the  time  and  it  is  obviously  prior  to  this 
statement  of  February  28th. 

Mr.  Griffin:  I  am  afraid  Counsel  docs  not  under- 
stand an  impeaching  question  is  asked  because  the 
Impeaching  witness  will  then  be  called.  I  am  en- 
deavoring to  refresh  recollection. 

Mr.  LeSourd:    I  would  like  to  get  a  ruling. 

The  Court:    Motion  to  strike  will  be  denied. 

Q.  (By  Mr.  Griffin) :  You  say  "probably,"  Mr. 
Taylor.  Have  you  any  recollection  of  how  many 
discussions  in  regard  to  this  two  hundred  thousand 
dollar  loan  you  had  with  either  Mr.  Strack  or  Mr. 
Donaldson?  A.     Yes. 

IQ.    How  many?  A.     Not  to  exceed  one. 

Q.     One? 
It  is  anticipated  that  the  plant   and   equipment 
will  cost  approximately  two  hundred  thousand  dol- 
lars. 

Does  that  refresh  your  recollection  as  to  the  ap- 
plication, or  discussion? 

A.     The  first  discussion,  yes. 
Q.     Well,  you  only  had  one,  Mr.  Taylor. 
A.     That  is  right.  I  said  the  first  discussion. 
Q.    Well,  the  first  discussion  would  be  the  last 
discussion  too,  wouldn't  it? 
A.     So  far  as  I  am  concerned. 
Q.     But  when  you  said  the  first  discussion  just 
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a  moment  ago  yon  had  in  mind  other  discussions, 

didn't  you?  A.     I  did  not. 

Q.  It  is  anticipated  that  the  plant  and  [4665] 
equipment  will  cost  approximately  two  hundred 
thousand  dollars  and  while  they  originally  asked  for 
a  maximum  loan  they  have  now  agreed  that  they 
can  get  by  with  a  mortgage  loan  of  one  hundred 
thousand  dollars. 

Does  that  refresh  your  recollection? 

A.     It  does  not. 

Q.  That  you  were  in  the  conference  that  got  the 
loan  reduced? 

A.  I  was  not.  I  was  not  present  at  any  one 
hundred  thousand  dollar  loan  discussion. 

Q.  We  have  been  supplied  with  financial  state- 
ments as  of  December  31,  1947,  from  Issaquah 
Creamery  Company,  Inc. 

Did  3^011  supply  those,  Mr.  Taylor? 

A.     If  they  have  them  I  prepared  them. 

Q.     Alpine  Dairy.    Did  you  supply  those? 

A.     I  prepared  them. 

Q.  You  said,  "If  they  have  them."  Have  you 
any  doubt  as  to  any  statement  by  Phillip  A.  Straek, 
President  of  the  Peoples  National  Bank,  as  to  its 
truth? 

Mr.    LeSourd:      Object    to    that    question,    your 

Honor. 

The  Court:    Objection  sustained.  [4666] 

Q.     (By   Mr.   Griffin) :     Apex   Farms,   financial 

statement  supplied?  A.     Yes. 
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Q.    Finstad  and  Utgard,  financial  statement 

plied?  A.     Yes. 

Q.  Hans  Forster  has  with  the  Washington  State 
pank,  Essaquah,  approximately  one  hundred  thou- 
sand dollars  on  deposit. 

Does  that  refresh  your  recollection,  Mr.  Taylor  1 

A.  It  refreshes  it  to  the  point  thai  I  w.is  not 
there  when  it  was  discussed. 

Q.     And  you  didn't  even  know,  did  you  .; 

A.  I  did  not  know  that  he  had  one  hundred 
thousand  dollars. 

Q.  No,  sir,  you  were  preparing  financial  state- 
ments for  Mr.  Forster  and  he  was  holding  out  one 
hundred  thousand  dollars  on  you  when  he  was  try- 
ing to  get  a  loan,  is  that  right? 

A.  I  was  preparing  financial  statements  from 
the  books  I  operated  on  and  not  from  his  personal 
savings  account  or  any  of  his  other  operations  out- 
side of  these  businesses. 

Q.  So,  Mr.  Strack,  Mr.  Donaldson,  and  [4667] 
the  credit  manager  of  the  Peoples  National  Bank 
with  whom  you  had  this  discussion  knew  that  Mr. 
Forster  had  one  hundred  thousand  dollars  in  the 
Issaquah  State  Bank  but  you  didn't  know  it  I 

A.     They  knew  more  than  I  did,  absolutely. 

Q.  Did  you  advise  the  credit  man  with  whom 
you  talked — by  the  way,  let's  tie  this  down  and 
withdraw  that. 

You  talked  only  once  to  Mr.  Strack  about  this 
financing  of  the  Alpine  Dairy  Building  \ 

A.    Yes,  that  is  correct. 
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Q.     You  did  not  talk  to  Mr.  Donaldson  about  it? 

A.     He  was  present  as  I  remember. 

Q.     But  you  had  only  one  conversation  about  it? 

A.  On  that  loan,  yes,  of  two  hundred  thousand 
dollars. 

Q.     On  any  loan,  Mr.  Taylor. 

A.  I  am  speaking-  of  two  hundred  thousand  dol- 
lars. 

Q.     What  loan  was  made,  Mr.  Taylor? 

A.     I  don't  know  right  at  the  present  time. 

Q.  One  hundred  thousand  dollar  loan  was  made, 
wasn't  it,  Mr.  Taylor? 

A.     It  may  have  been.  I  wasn't  present.  [4668] 

Q.  So  that  we  can  definitely  say  that  in  connec- 
tion with  any  loan,  construction  loan,  the  building 
of  the  Alpine  Ice  Cream  plant,  you  had  only  one 
conversation  with  the  officers  of  the  bank,  Peoples 
Bank,  and  that  was  the  single  conversation  with 
Mr.  Strack  and  Mr.  Donaldson  were  each  present? 

A.     That  is  correct. 

Q.  Now,  at  what  you  originally  said  was  a  secret 
call  with  a  credit  manager  of  the  bank  did  you  have 
more  than  one  conversation  with  a  credit  manager 
of  the  bank  involving  your  statement  of  February 
28,1948?  A.     I  do  not  recall. 

Q.  So,  if  there  was  only  one  it  might  be  then 
the  gentleman  might  be  Mr.  Quinten  H.  Ellis,  the 
credit  manager,  is  that  correct? 

A.  It  could  have  been,  possibly.  I  don't  remem- 
ber the  party's  name. 

Q.     And  did  you  discuss  with  the  party,  whose 
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name  you  do  not  remember,  the  amount  of  the  pro- 
posed building  loan?  A.    I  do  not  remember. 

Q.  You  had  a  very  detailed  discussion  with  that 
gentleman  on  or  about  May  5,  1948,  of  the  assets 
of  Hans  Forster,  didn't  you?  [4669] 

A.     Of  his  companies,  yes. 

Q.     All  of  bis  companies? 

A.     All  of  his  companies,  yes. 

Q.  I  will  ask  you  if  you  did  not  advise  Mr. 
Quinten  H.  Ellis  in  that  conversation  upon  May  5, 
1948,  at  the  Peoples  National  Bank,  that  Finstad 
and  Utgard  was  solely  owned  by  Hans  Forster? 

Mr.  LeSourd:  I  will  object  to  this  as  improper 
recross,  your  Honor. 

The  Court:  I  am  inclined  to  sustain  the  objec- 
tion. 

Mr.  Griffin:  I  ask  leave  to  reopen  on  cross  for 
the  purpose  of  asking  this  question  and  for  im- 
peachment in  connection  with  the  other  impeaching 
question. 

The  Court:  The  Court— in  connection  with  the 
conversation  made  with  regard  to  the  loan? 

Mr.  Griffin:  Yes,  this  is  in  connection  with  the 
witness'  testimony  before  in  which  he  went  into  de- 
tail that  Mr.  Forster  did  not  own  all  of  Finstad 
and  Utgard,  and  I  may  say 

Mr.  LeSourd:     (Interposing)  Well 

Mr.  Griffin:  Just  a  moment  now.  I  did  try  to 
comply  with  the  suggestion  made  at  the  recess  pe- 
riod to  cut  my  cross-examination  and  this  is  [4670] 
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an  impeaching  question  that  I  would  like  to  ask  in 

connection  with  his  testimony. 

Mr.  LeSourd:  Your  Honor,  this  is  the  first  time 
I  ever  heard  of  impeaching  someone  on  a  legal 
conclusion  over  a  very  complicated  transaction.  It 
seems  to  me  they  have  fully  covered  it  and  he  testi- 
fied a  number  of  times  that  he  showed  Mr.  Forster 
in  these  statements  as  the  sole  owner  of  Finstad  and 
Utgard  because  he  had  a  contract  permitting  him 
and  authorizing  him  to  buy  all  the  stock  of  Finstad 
and  Utgard  but  he  hadn't  completed  that  contract. 

I  object  to  the  question  on  the  grounds  that  it  is 
not  an  impeaching  question  and  not  proper  recross 
examination.  I  will  object  to  reopening  his  cross 
for  any  such  purpose. 

The  Court:  I  hesitate  to  be  too  restrictive  about 
reopening  but  Mr.  Griffin,  we  have  gone  so  exten- 
sively into  cross  examination  that  I  believe 

Mr.  Griffin:  I  appreciate  I  cut  mine  by  a  day 
at  least  as  to  matters  I  thought  might  be  material. 

Q.  (By  Mr.  Griffin):  Mr.  Taylor,  you  stated 
on  examination  a  [4671]  little  bit  ago  that  you  ex- 
plained the  changes  in  Exhibit  252  to  both  officers 
of  the  Peoples  National  Bank. 

Please,  the  name  of  those  two  officers  to  whom 
you  explained  those  changes? 

A.     I  said  to  the  best  of  my  recollection  I  did. 

Q.     The  name  of  those  two  officers,  please? 

A.     It  would  be  Strack  and  Donaldson. 

Q.  When  did  you  make  that  explanation  of  the 
change  to  them? 
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A.  I  wouldn't  remember.  Sometime  after  T  pre- 
pared it. 

Q.    Sometime  after  you  prepared  this  financial 

statement  of  February  28,  1948?  A.    Yes. 

Q.  Well,  the  two  hundred  thousand  dollar  loan 
was  under  discussion  then,  wasn't  it? 

A.     Before  that,  I  believe,  yes. 

Q.     And  after  that? 

A.     Not  in  my  presence  at  any  time. 

Q.  "Well,  you  explained  the  changes,  yon  said, 
to  them  after  you  made  the  statement,  is  that  cor- 
rect? 

A.  Well,  when  else  would  I  make  the  explana- 
tion? [4672] 

Q.  The  explanation  you  made  was  in  connection 
with  the  loan,  wasn't  it? 

A.     It  is  possible  it  was. 

Q.  So  that  you  had  more  than  one  conversation 
with  them  about  the  loan,  didn't  you? 

A.     No,  I  did  not. 

Mr.  Griffin:    That  is  all. 

The  Court:    Is  that  the  end  of  your  recross? 

Mr.  Griffin :    Yes,  your  Honor. 

The  Court:    Ladies  and  Gentlemen  of  the  Jury: 

We  will  now  recess  for  the  noon-day  luncheon 
and  the  Court  calls  your  attention  to  the  admoni- 
tion given  you  on  similar  occasions  and  asks  that 
you  heed  it  on  this  occasion. 

We  will  now  recess  until  one-forty-five. 

(Whereupon,  the  Jury  retired  from  the 
courtroom.) 
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The  Court:    You  may  step  down. 
The  Witness:    Thank  you. 

(Witness  leaves  stand.) 

The  Court :  Mr.  Keesling,  do  you  have  any  other 
questions  ? 

Mr.  Keesling:    No.  [4673] 

The  Court:  Then,  Mr.  LeSourd,  you  will  start 
on  redirect? 

Mr.  LeSourd:     Yes,  I  will,  your  Honor. 

The  Court:     Court  will  recess  until  1:45. 

(Whereupon,  at  12:17  o'clock,  p.m.,  a  recess 
was  had  until  1:45  o'clock,  p.m.  April  23,  1954, 
at  which  time,  Counsel  and  Defendants  hereto- 
fore noted  being  present,  the  following  pro- 
ceedings were  had,  to-wit:) 
The  Court:    You  may  call  the  Jury. 

(Whereupon,  the  Jury  was  returned  to  the 
courtroom.) 
The  Court :    You  may  be  seated. 
It  is  stipulated  that  the  jury  and  all  defendants 
are  present  in  the  courtroom'? 
Mr.  Griffin:     Yes,  your  Honor. 
Mr.  Moriarty :    Yes,  your  Honor. 
The  Court:    You  may  proceed,  Mr.  LeSourd. 

Redirect  Examination 
Q.     (By  Mr.  LeSourd)  :     Mr.  Taylor,  you  have 
Exhibit  252  there  before  you?  A.     No,  sir. 

Q.     That  is  the  February  28th. 
A.     This  is  213.  [4674] 
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(Whereupon,  exhibit  was  handed  the  witness 
by  Mr.  LeSourd.)) 

Q.  Handing  you  Plaintiff's  Exhibit  252,  which 
is  this  Hans  Forster  financial  statement  of  Febru- 
ary 28,  1948,  that  you  were  discussing  just  before 
we  adjourned  at  noon,  I  believe  you  testified  that 
the  cash  item  in  that  statement  was  made  up  by 
taking  what  could  be  readily  liquidated  from  other 
assets  and  putting  it  up  into  cash,  didn't  you? 

A.    Yes,  that  is  correct. 

Q.  Now,  on  cross-examination  you  were  asked 
to  total  certain  items  of  cash  assertedly  from  per- 
gonal savings  accounts  of  Mr.  Forster  totalling,  T 
believe,  one  hundred  ninety-nine  thousand,  or  one 
hundred  ninety-one ?  A.     Yes. 

Q.  Is  any  part  of  that  cash  in  this  figure  for 
cash  on  this  February  28th  balance  sheet  to  your 
recollection1?  A.     No,  it  is  not. 

Q.  Now,  I  am  handing  you  Plaintiff's  Exhibit 
272  which  is  the  Alpine  Ledger,  and  I  will  ask  you 
to  read  from  that  ledger  the  amount  of  accounts 
receivable  of  Alpine  Dairy  as  of  February  28,  1948? 

A.     $328,480.65.  [4675] 

Q.  Now,  will  you  read  the  accounts  receivable 
for  Alpine  Dairy  listed  on  Exhibit  252,  this  finan- 
cial statement?  A.     $228,480.65. 

Q.  Which  is  $100,000  less  and  erases  that  one 
hundred  thousand  dollars  put  on  that  financial 
statement  ? 

A.     It  was  moved  up  into  the  cash  column. 

Q.     Now,  with  that  $100,000  as  one  item  in  tli.it 
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cash  column,  is  it  possible  for  the  $199,000  of  per- 
sonal cash  that  you  totalled  for  Mr.   Obenour,   I 
believe,  to  be  in  that  cash  column? 

A.     It  is  impossible. 

Q.  Now,  also,  Mr.  Taylor,  will  you  read  me  the 
net  worth  of  Mr.  Forster  shown  on  this  February 
28th  statement'?  A.     $755,512.22. 

Mr.  LeSourd:    I  will  ask  that  this  be  marked. 

The  Clerk:  Defendants'  Exhibit  No.  A-126 
marked  for  identification. 

(Defendants'  Exhibit  No.  A-126  marked  for 
identification.) 

Q.  (By  Mr.  LeSourd) :  Handing  you  Exhibit 
126  for  identification,  can  you  state  what  that  is? 

A.  This  is  a  financial  statement  dated  October 
31,  1948,  of  Hans  Forster. 

Q.     And  by  whom  was  it  prepared? 

A.     By  me. 

Mr.  LeSourd:  I  will  offer  Defendants'  Exhibit 
A-126. 

Mr.  Maxwell :    What  was  the  date? 

Mr.  LeSourd:    October  31,  1948. 

Mr.  Obenour:    No  objection. 

Mr.  Griffin:     No  objection. 

The  Court:    Exhibit  A-126  may  be  admitted. 

Mr.  Keesling,  I  am  sorry. 

Mr.  Keesling:    No,  no  objection. 

(Defendants'  Exhibit  A-126  admitted  in  evi- 
dence.) 

Q.  (By  Mr.  LeSourd)  :  Handing  you  Exhibit 
A-126,  the  Hans  Forster  financial  statement  of  Oc- 
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tober  31,  1948,  will  you  give  us  the   net    worth  as 

shown  on  that  statement  ( 

A.     The  net  worth  is  $778,:j<;:).  1  s. 

Q.  And,  again,  what  was  the  net  worth  on  252, 
February  28,  1948?  A.     $755,512.22. 

Q.  In  other  words,  an  increase  of  about  how 
much?  A.     $22,000.   [4677] 

Q.     Between  February  and  October  { 

A.    Yes. 

Q.  Now,  the  October,  1948,  statement  shows  how 
much  for  cash?  A.     $41,850.36. 

Q.  Can  you  tell  us  what  that  cash  represented, 
or  will  you  want  to  check  a  journal  to  do  so? 

A.  The  cash  that  appears  on  Exhibit  126  is  com- 
posed of  two  items,  cash  on  hand  of  $18,652.09,  and 
a  bank  balance  of  $23,198.27,  totalling  $41,85().:,.<;. 
the  identical  amount  shown  on  Defendants'  Exhibit 
A-126. 

Q.  From  where  have  you  taken  those  two  items, 
Mr.  Taylor? 

A.  From  the  cash  account  of  the  Alpine  Dairy, 
and  the  bank  account  of  the  Alpine  Dairy  ledger. 

Q.  Then  this  cash  represents  only  the  Alpine 
cash?  A.     That  is  correct. 

Q.     Now,   in  this  statement  of  October,   1948.   i^ 
there  any  place  in  this  statement  of  any  other  it< 
of  cash?  A.     No,  it  is  not  set  out  separately 

Q.  By  that,  you  mean  there  is  cash  in  some  of 
the  subsidiary  companies  that  he  owned? 

A.    Yes,  that  would  be  correct.  [4678] 


2338  Hans  Forster  vs. 

(Testimony  of  L.  Hicks  Taylor.) 

Q.  And  how  would  those  companies  be  shown 
on  the  balance  sheet? 

A.  The  subsidiary  companies,  Issaqnah  Cream- 
ery Company,  is  shown  on  a  net  worth  basis. 

Q.     And  the  others  likewise? 

A.     The  others  likewise. 

Q.  Now,  is  there  in  this  October,  1948  balance 
sheet,  any  amount  from  Mr.  Forster 's  savings  ac- 
counts or  personal  accounts  ?  A.     There  is  not. 

Q.  And  then— that  is  all — in  other  words,  that 
October,  1948,  statement  includes  only  the  assets 
from  the  businesses  which  you  had  contact  with  as 
accountant,  is  that  right?  A.     That  is  correct. 

Q.  And  the  same  is  true  of  the  February,  1948, 
statement  ?  A.     Yes,  that  is  correct. 

Q.    With  the  changes  that  you  have  mentioned? 

A.    Yes,  anticipations. 

Mr.  LeSourd:    May  I  have  A-122? 

(Whereupon,  exhibit  was  handed  to  Mr.  Le- 
Sourd by  the  Clerk.) 

Q.  (By  Mr.  LeSourd) :  Mr.  Taylor,  do  you  re- 
call during  Mr.  Griffin's  cross-examination  that  he 
handed  you  for  identification  [4679]  Defendants7 
Exhibit  A-122  and  I  believe  asked  you  if  this  was 
a  statement  of  the  1947  bonus,  milk  bonus,  paid 
to  shippers  of  Finstad  and  Utgard? 

A.     Yes,  I  remember  it. 

Q.  And  do  you  recall  you  testified  that  you 
could  not  identify  it?  A.     That  is  correct. 

Q.  And  do  you  recall  that  that  was  in  connec- 
tion with  examination  made  of  you  concerning  a 
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$10,000   increase   in  the   bonus   payments   to    milk 

shippers  at  Finstad  and  Utgard? 

A.    Yes,  I  remember  it. 

Q.  And  do  yon  recall,  Mr.  Taylor,  thai  Mr.  Grif- 
fin, holding  this  documenl  in  his  hand,  and  Looking 
at  it,  asked  yon  whether  or  not  the  bonus  payments 
at  the  end  of  that  year  were  actually  only  $500; 
do  you  remember  that  question? 

A.     Yes,  I  remember  it. 

Mr.  LeSourd:  Your  Honor,  I  will  offer  Exhibil 
A-122  in  evidence  at  this  time,  to  show  the  actual 
bonus  figure  that  was  before  Mr.  Griffin  at  the  time 
he  asked  that  question. 

Mr.  Griffin:     There  is  no  objection. 

I  endeavored  to  have  it  entered,  and  you  ob- 
jected. [4680] 

The  Court:    A-122? 

Mr.  Griffin :    Yes,  your  Honor. 

The  Court :    It  may  be  admitted. 

(Defendants'  Exhibit  A-122  admitted  in  evi- 
dence.) 

Q.  (By  Mr.  LeSourd)  :  And  what  is  the  total 
bonus  shown  there,  and  for  how  many  individual 
shippers? 

A.  There  appears  to  be  eight  shippers  listed 
here. 

Q.  And  what  is  the  total  bonus  shown  on  that 
document?  A.     $2,139.55. 

Mr.  LeSourd :  Your  Honor,  I  would  like  permis- 
sion to  circulate  this  among  the  Jury. 

The  Court:     Can  you  proceed  with  the  examina- 
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tion  while  you  do  it?    It  might  save  time  if  you 

want  to  read  it. 

Mr.  LeSourd:  I  would  rather  have  them  see  it, 
your  Honor. 

(Whereupon,   exhibit  was  circulated   among 
the  Jury.) 

Mr.  LeSourd:    May  I  have  A-64? 

(Whereupon,  exhibit  was  handed  to  Mr.  Le- 
Sourd by  the  Clerk.)  [4681] 

Q.  (By  Mr.  LeSourd)  :  I  might  ask  you,  Mr. 
Taylor,  one  question  while  that  is  circulating. 

Do  you  have  any  information  at  all  about  the 
number  of  milk  shippers  to  Finstad  and  Utgard? 

A.     Well,  not  too  clearly. 

Q.  Do  you  have  any  general  information  as  to 
whether  there  were  many  or  few? 

A.     It  is  my  recollection  there  were  a  great  many. 
(Whereupon,  there  was  a  brief  pause.) 

Q.  Now,  Mr.  Taylor,  coming  back  again  for  a 
moment  to  the  matter  of  these — of  this  February  28, 
1948,  statement,  you  testified,  I  believe,  that  to  the 
best  of  your  recollection,  you  had  gone  over  that 
statement  with  Mr.  Strack  and  Mr.  Donaldson.  Do 
you  have  any  clear  recollection  of  that  conversa- 
tion? 

A.  Not  exactly  in  that  particular  statement,  but 
it  would  seem  that  I  did  because  of  the  fact  that 
that  statement  was  signed  by  Mr.  Forster  and  I 
believe  it  was  gone  over  with  them,  but  to  definitely 
state  it  is  hard  for  me  to  do. 

Q.     That  is  the  extent  of  your  recollection? 
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A.    Yes. 

Q.  Now,  also  you  stated,  I  believe,  thai  you  had 
had  [4682]  only  one  conversation  in  which  the  $200,- 

000  loan  figure  was  mentioned. 

Did  you  have  other  conversations  with  regard  to 
loans  in  different  amounts,  ot  with  regard  to  mat- 
ters where  no  loan  figures  were  mentioned? 

A.  Well,  my — I  remember  particularly  the  one 
time  that  we  discussed  the  $200,000  loan,  and  T  don't 
recollect  discussing  that  particular  loan  again,  al- 
though we  may  have. 

When  the  discussion  goes  on,  you  discuss  a  lot 
of  things  sometimes,  and  T  really  wouldn't  want 
to  make  the  statement  that  it  wasn't  discussed  again 
in  some  minor  way. 

Q.  Did  you  have  other  meetings  with  the  hank 
in  this  same  general  period? 

A.  Yes,  we  did,  or  I  did,  with  Mr.  Forster,  hut 
it  was  in  conjunction  with  other  statements. 

Q.  At  any  of  these  meetings,  were  smaller  loans 
than  $200,000  considered  for  this  ice  cream  building, 
this  building  you  were  talking  about? 

A.  I  believe  there  was  a  discussion  of  a  lesser 
loan,  but  I  don't  remember  an}'  amount  being  dis- 
cussed. I  think  that  was  settled  with  Mr.  Forster 
when  I  wasn't  present. 

Q.     Mr.  Taylor,  I  hand  you  Exhibit  A-64  which 

1  believe  you  have  testified  was  an  audit  of  the 
Issaquah  [4683]  Creamery  Company  you  made  in 
1932?  A.     Yes. 

Q.     Is   there   any   difference   between    this   audit 
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and  your  normal  monthly  and  annual  reports? 

A.     Oh,  yes;  very  much. 

Q.     What  is  that  difference? 

A.  This  is  a  detailed  audit.  I  examined  all  the 
records  at  Issaquah,  and  developed  my  findings 
from  actual  information  from  the  records  and  de- 
tailed each  one  myself,  so  that  I  could  sign  a  state- 
ment, that  I  had  prepared  it,  and  made  an  audit, 
and  I  so  state. 

Q.  What  were  the  circumstances  under  which 
this  audit  was  made? 

A.  It  is  my  recollection  that  Mr.  Peters  and 
possibly  Mr.  Hans  Forster  was  present,  and  that 
the  thought  was  to  somewhat  revamp  our  books  in 
a  small  way.  There  was  not  much  of  a  change 
necessary,  but  we  wanted  to  be  positive  of  our  fig- 
ures as  of  that  date  to  continue  on  from  there,  in 
the — with  the  actual  audited  figures. 

Q.  Have  you  at  any  later  time  made  an  actual 
audit  of  Issaquah  Creamery  Company? 

A.  Not  a  complete  detailed  audit.  I  don't  be- 
lieve that  I  have  ever  even  made  a  balance  sheet 
audit  since  this  period,  and  it  is  my  recollection 
that  [4684]  I  was  never  requested  afterward  to 
make  an  audit. 

Q.  At  later  dates  in  the  '30s,  I  think  some  of  the 
exhibits  show  some  further  detail  with  your  monthly 
or  annual  statements  than  normally  appears.  Can 
you  tell  us  what  the  circumstances  were  of  those? 

A.  Mrs. — or  Miss  Neukirchen  was  a  very  capable 
person  at  Issaquah,  and  it  is  my  recollection  that 
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two  or  three  times  she  prepared  auxiliary  docu- 
ments for  me,  such  as  lists  of  accounts  receivable, 
accounts  payable,  but  they  were  not  officially  sub- 
mitted. They  were  just  turned  over  to  me  to  fit 
with  the  returns,  and  as  I  remember,  they  did  1  <  c- 
oncile  with  the  ledger  accounts. 

Q.  When  you  mentioned  Miss  Neukirchen,  is 
that  the  one  who  testified  here? 

A.     No,  this  was  Miss  Alice  Neukirchen. 

Q.     That  is  her  sister?  A.     Yes. 

Q.  Mr.  Griffin  has  introduced  various  balance 
sli eels  and  profit  and  loss  statements  for  different 
Bates  back  in  the  '30s,  and  brought  out  that  some 
statements  contained  different  figures  than  others, 
which  read  as  of  the  same  date. 

You  testified,  I  believe,  that  in  these  cases  both 
sets  of  figures  are  true.  [4685] 

Would  you  explain  the  reason  for  this? 

Mr.  LeSourd:  Or,  T  will  withdraw  that,  your 
Honor.  It  has  been  gone  over  so  much  I  will  ask 
a  more  specific  question. 

Q.  (By  Mr.  LeSourd  continuing)  :  Now,  T  think 
you  also  testified  with  regard  to  that  that  the  bank, 
when  you  were  submitting  statements,  were  inter- 
ested in  market  values,  I  think  you  said  \ 

A.     That  is  correct,  yes. 

Q.  Now,  with  regard  to  assets  like  equipment 
and  routes,  what  did  the  tax  laws  require  as  to  the 
figures  that  should  be  used  for  those  assets? 

Mr.  Griffin:  I  object  to  that  question.  The  wit- 
ness has  shown  no  qualification  to  testify  as  to  v 
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the  tax  laws  of  the  United  States  are.   It  is  calling 

for  an  expert  opinion. 

Mr.  LeSourd:  On  the  contrary,  your  Honor,  he 
is  an  accountant. 

Mr.  Griffin:  I  know  what  he  did.  There  is  no 
qualification. 

Mr.  LeSourd:  There  is  many  years'  experience, 
and  this  is  ground  work  for  the  books  he  was  keep- 
ing. 

Mr.  Griffin:    I  am  serious  in  that  objection. 

The  Court:    Mr.  Reporter,  read  the  question. 

(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

Mr.  Griffin :    It  is  not  the  best  evidence. 

The  Court :  I  think  probably  you  should  ask  him 
if  he  knows. 

Q.  (By  Mr.  LeSourd)  :  Well,  if  you  know,  Mr. 
Taylor. 

A.     The  tax  laws,  as  I  understand 

Mr.  Griffin:  (Interposing)  Just  a  moment.  It 
can  be  answered  "yes"  or  "no." 

Mr.  LeSourd:    No,  it  can't  be. 

The  Court:    I  will  ask: 

Are  you  familiar  or  were  you  familiar,  rather, 
with  the  tax  laws  insofar  as  they  apply  to  the  re- 
quirements with  regard  to  establishing  the  worth 
of  equipment — was  it? 

Mr.  LeSourd :  No,  as  to  how  the  equipment  and 
other  like  assets  should  be  carried  for  tax  purposes. 

I  have  forgotten  how  I  phrased  the  question  orig- 
inally. 
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The  Court:  Arc;  you  speaking  now  of  income 
tax  laws? 

Mr.  LeSourd:    That  is  right. 

Mr.  Griffin:  Why  don't  we  get  the  specific  [4687] 
question  now  and  see  whether  I  have  an  objection 
to  it? 

The  Court:  Well, could  yon  reframe  that,  then,  Mr. 
LeSourd,  or  do  yon  wish  the  reporter  to  read  LI  : 

Mr.  LeSourd:    I  will  reframe  it,  your  Honor. 

Q.  (  By  Mr.  LeSourd) :  Under  the  Income  Tax 
Laws,  Mr.  Taylor,  how  are  assets  like  equipment 
to  be  carried,  on  what  basis?  A.     The  cost. 

Mr.  Griffin-.    Any  further  objection  '. 

Mr.  Griffin:  I  didn't  object  to  that  question.  That 
is  why  I  asked  it  be  reframed. 

Q.  (By  Mr.  LeSourd) :  Is  there  a  difference  be- 
tween cost  and  market  value? 

A.    Yes,  a  vast  difference. 

Q.     And  what  is  that  difference? 

A.  Many  purchases  of  equipment  at  cost  may  be 
bought  very  below  the  market  value,  and  could  be 
considered  at  the  market  value  from  some — in  some 
kinds  of  application  for  credit,  and  so  on. 

Q.  From  your  experience  with  banks,  what  are 
they  interested  in  as  to  the  figures  for  assets  like 
equipment?  [4688] 

A.     They  are  interested  in  market  value. 

Q.     Now,  you 

Mr.  LeSourd:     Strike  that. 

Q.  (By  Mr.  LeSourd  continuing) :  What  did 
your  books,  kept  for  Mr.  Forster's  enterprises,  show 
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as  to  figures  for  equipment  and  like  assets  % 

A.     The  cost  values. 

Q.  Now,  you  testified  that  you  made  up  financial 
studies  and  balance  sheets  and  profit  and  loss  state- 
ments for  the  banks  at  various  times,  and  what  did 
they  show  as  to  figures  for  equipment  and  other 
assets  ? 

A.  They  show  the  market  values,  and  in  the  case 
of  routes  appraisals  and  sometimes  real  estate 
showed  on  an  appraisal  basis. 

Q.  Now,  when  you  say  "appraisal,"  what  has 
that  to  do  with  market  value,  if  anything'? 

A.  Well,  appraisal — appraisal  companies  estab- 
lish the  current  market  value. 

Q.  Now,  other  statements,  I  think  you  said,  were 
taken  directly  from  the  figures  on  your  ledger. 
What  did  those  figures  reflect  for  the  figures  for 
equipment  and  like  that? 

A.  In  the  case  that  has  been  mentioned  here, 
an  appraisal  of  routes  have  been — the  routes  have 
been  increased  to  determine  a  market  value  of  them 
by  [4689]  appraisal  by  Mr.  Forster. 

Q.  Now,  there  are  also  among  these  exhibits  that 
were  put  in  evidence,  back  in  the  '30s  were  profit 
and  loss  statements,  and  I  believe  Mr.  Obenour  went 
over  them  again  this  morning  as  to  differences  in 
these  various  figures. 

What  changes  might  be  made  on  a  profit  and  loss 
statement  for  credit  purposes  as  distinguished  from 
book  values'? 

A.     For  a  credit  man's  survey,  or  a  credit  man's 
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study,  they  are  interested  in,  somewhat,  a  profil  and 
loss  on  the  basis  of  the  actual  cash  withdrawn  by 
officers  in  the  company,  or  management  personnel, 
and  as  there  are  oilier  values,  as  depreciation, 
which  is  purely  an  estimate,  sometimes  depreciation 
values  govern,  but  the  Internal  Revenue  studies  can 
be  of  a  greater  amount  than  the  equipment  actually 
depreciates  and  that,  in  itself,  is  again  drawing  an 
appraisal  to  the  value  of  the  equipment. 

Q.  In  your  experience  with  banks,  do  you  have 
any  information  as  to  whether  or  not  amounts  owed 
by  a  corporation  to  its  majority,  or  sole  stockholder, 
are  oftentimes  subordinated  to  bank  loans? 

A.  I  have  known  of  a  number  of  cases  of  that 
kind.  [4690] 

Q.  And  where  a  bank  has  made  loans  to  a  closely 
held  corporation,  what,  in  your  experience,  has 
been  their  interest  so  far  as  seeing  the  profits  be- 
fore taking  into  consideration  undrawn  stockholders' 
salaries  and  other  amounts  owed  to  stockholders  >. 

Mr.  Griffin:  I  object  because  it  is  not  redirect 
or  material.  It  is  an  entirely  new  issue. 

The  Court:  This  has  reference  to  some  items  on 
those  statements. 

Mr.  LeSourd:  Exactly,  your  Honor.  Mr.  Oben- 
our  spent  a  great  deal  of  time  this  morning  trying 
to  show  there  is  a  difference  in  these  profit  and  loss 
statements. 

The  Court:     I  will  overrule  objection. 

A.  The  bankers  many  times  like — would  like  to 
know  a  possible   develojnnent  in  case   of   a    slow- 
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down,  whether  the  salary  withdrawals  could  he  re- 
duced, and  given  an  added  profit  in  case  of  liquida- 
tion as  I  have  displayed  on  those  statements,  a 
possibility,  in  case  of  liquidation,  so  the  profit  fig- 
ure could  be  determined  by  the  reduction  in  salary, 
and  a  reduction  in  depreciation,  although  deprecia- 
tion is  only  an  application  account.  It  is  not  a  cash 
reduction  account.  [4691] 

Q.  (By  Mr.  LeSourd)  :  What  was  the  situation 
in  these  years  that  we  are  speaking  of  concerning 
the  deduction  by  a  corporation  on  the  accrual  basis 
of  the  entire  authorized  officers'  salary  whether  it 
was  drawn  or  not  drawn? 

Mr.  Griffin:  My  same  objection;  not  proper  re- 
direct, and  it  is  immaterial,  completely  a  new  issue. 

Mr.  LeSourd:  On  the  contrary,  your  Honor.  We 
agree  that  the  whole  thing  was  immaterial  when 
originally  gone  into  it,  and  they  have  tried  to  show 
some  impropriety,  and  we  are  certainly  entitled  to 
bring  out  the  facts  as  to  the  situation. 

The  Court:     Objection  overruled. 

A.  The  Internal  Revenue  Department  have  been 
— in  those  years  were  fairly  fair  in  salaries  to  the 
different  officers.  I  do  not  believe  that  we  had  a 
question  on  the  Issaquah  Creamery. 

Q.  (By  Mr.  LeSourd)  :  You  are  speaking  now 
of  whether  the  salary  was  reasonable  or  not,  are 
you?  A.     That  is  right. 

Q.  Now,  assuming  it  was  reasonable,  what  is  the 
situation  as  to  whether  the  corporation  was  permit- 
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ted  to  deduct  the  entire  salary  on   its   return,  even 
though   it  wasn't  all   drawn  ( 

A.  That  was  allowed.  The  undrawn  portion  could 
[4692]    be   accrued   as  to   salary    payable   to   the 

officers. 

Q.  So  that  any  financial  statement  made  by  tin- 
tax  return  profit  and  loss  statement  would  show  a 
deduction  of  the  salaries  \ 

Mr.  Griffin:    I  object  as  leading,  at  least. 

The  Court:     Objection  sustained. 

Mr.  Griffin:  If  this  witness  will  testify,  I  pre- 
fer it. 

A.     The  salaries 

Mr.  LeSourd  (Interposing) :     Just  a  moment. 

Q.  (Continuing):  And  what  would  the  profit 
and  loss  statement  submitted  with  the  tax  return 
show  as  to  the  salary  allowable? 

A.  It  would  be  the  authorized  salary  to  the  offi- 
cer would  be  deductible,  and  the  undrawn  portion 
would  appear  as  a  liability  in  the  balance  sheet. 

Q.  And  what  would  be  the  result  of  that  on  the 
profit  shown  in  that  tax  return  statement  as  com- 
pared to  the  profit  shown  in  a  statement  submitted 
to  a  bank  where  you  showed  profit  before  the  un- 
drawn salary? 

A.  It  would  show — the  tax  return  would  show 
a  lesser  profit  than  the  one  for  credit  purposes  to 
the  bank. 

Q.  What  would  cause  differences  in  the  items  of 
notes,  or  accounts  payable,  in  financial  statements 
[4693]  compared  for  these  two  different  purposes  \ 
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A.  Oftentimes  an  application  of  an  account — 
financial  statements  that  we  have  prepared  are  al- 
ways from  30  to  40  days  after  the  close  of  the  cur- 
rent year,  and  sometimes  information  comes  in  that 
would — that  affects  the  appearance  of  an  accounts 
receivable,  or  it  might  affect  a  cash  picture,  and 
make  changes  as  though — in  a  cash  position  there 
may  be  sometimes  the  bank  overdraft,  and  you  re- 
duce the  debit  cash  by  a  bank  overdraft,  and  then 
not  show  the  same  overdraft  as  a  liability,  and  you 
can  have  bad  debt  reserves  that  you  restore. 

Q.  Now,  just  a  moment,  I  would  ask  you,  Mr. 
Taylor,  about  accounts  payable: 

In  the  statements  that  were  shown  to  you,  where 
differences  appeared  under  the  words  "accounts 
payable",  what  is  the  situation  as  to  whether  or  not 
there  were  different  breakdowns  of  that,  of  accounts 
payable,  on  these  various  statements'? 

A.  Many  times,  there  will  be  various  headings 
in  your  ledger  accounts  under  accounts  payable  lia- 
bilities that  will  be  assembled  or  consolidated,  into 
one  account  on  a  skeleton  or  short  form  balance 
sheet. 

Q.  Then  how  about  on  a  balance  sheet  prepared 
[4694]  for  other  purposes? 

A.  They  sometimes  are  detailed  more  than  on 
others. 

Q.  And  what  would  cause  differences  in  these 
financial  statements  for  different  purposes  in  your 
notes  and  accounts  receivable*? 

A.    Well,  the  situation  of  an  accounts  receivable 
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might  be  converted  Into  a  note  during  the  interval 
and  be  transferred    into  the  note  account,   which 
would  reduce  the  accounts  receivable  account,  and 

it  is  possible  that  there  might  be  credits  on  Hi*' 
accounts  receivable  that  you  might  throw  into  a 
liability,  and  allow  the  higher  amount  of  accounts 
receivable  to  appear. 

Q.  Now,  how  about  differences  in  the  item  of 
cash? 

A.  Differences  in  the  item  of  cash  would  be  the 
assembling  of  the  cash.  You  might  have  a  large 
cash  balance,  a  bank  overdraft;  you  could  carry  the 
bank  overdraft,  or  apply  it  against  the  cash  account 
to  reduce  the  cash  account;  you  can  take — it  has 
been  known  to  be  taken  that  the  outstanding  checks 
would  be  considered  a  liability  instead  of  applied  to 
the  bank,  and  used  the  total  shown  on  the  bank 
statements,  and  show  it  checks  outstanding  as  checks 
in  transit  on  the  [4695]  liability  side  of  this  bal- 
ance sheet. 

Q.     All  as  accounts  payable? 

A.    All  as  accounts  payable. 

Q.  Now,  what  would  cause  differences  in  the 
amount  of  inventory? 

A.  There  are  many  ways  that  an  inventory  could 
have  a  difference.  For  instance,  right  close  to  the 
end  of  the  year,  someone  has  much 

Mr.  Griffin  (Interposing) :  Just  a  moment,  if 
the  Court  please,  isn't  the  question  what  he  did, 
rather  than  any  theory  of  what   might   have 
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curred?  I  object  to  this  line  of  questioning.  I  have 

no  objection  to  what  he  did,  and  why. 

The  Court:  I  assume  that  probably  the  back- 
ground of  some  of  these  matters  are  not  available? 

Mr.  LeSourd:  If  your  Honor  please,  this  wit- 
ness was  put  through  this  situation:  he  was  put  on 
the  stand  and  presented  with  a  myriad  of  financial 
sheets  over  20  years  ago,  and  expected  to  remember 
every  single  adjustment  that  occurred.  Of  course, 
he  can't.  What  he  has  to  testify  to  is  the  general 
type  of  differences  that  occurred,  and  I  will  ask 
iixin  as  to  whether  the  adjustments — in  due  course, 
I  mil  ask  him  whether  the  adjustments  made  in 
these  are  the  reflections  of  these  various  types  of 
differences.  [4696] 

Mr.  Griffin:  If  he  can't  remember  what  he  did, 
how  can  he  testify  as  to  what  they  are?  That  is 
my  objection. 

The  Court:  Well,  in  view  of  the  nature  of  the 
situation,  I  think  that  the  objection  should  be  over- 
ruled. Generally  speaking,  if  the  items  are  avail- 
able, the  figures  are  available,  they  possibly  should 
be  produced,  if  they  can  be,  but  it  might  unduly 
lengthen  the  trial,  and  the  Court,  under  the  cir- 
cumstances, will  overrule  the  objectiou. 

Mr.  Griffin :  Now,  I  am  a  little  at  a  loss  to  know 
what  your  Honor  is  referring  to  by  figures  being 
produced. 

The  Court :  As  I  understand  it,  many  of  the  bal- 
ance sheets  and  profit  and  loss  statements  in  the 
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past  years  may  or  may  noi  have  been  based  upon 
oilier  work  sheets. 
Mr.  LeSourd:    Thai   is  right,  your  Eonor,  and 

based  on  appraisals  of  assets  which  were  given  this 
man  for  use  in  market  value,  and  all  sorts  of  dif- 
ferent things,  which  are  not  available  today. 

Mr.  Griffin:  Well,  I  had  understood— I  den'! 
know  anything  about  any  work  sheets  in  those  years 
In  question,  by  testimony  or  otherwise,  but  they 
have  been  made  available.  The  Government  made 
available  to  counsel  for  both  parties,  so  far  as  I 
know,  and  understand  all  [4697]  documents  of  every 
kind,  nature,  and  description  in  connection  with 
this  matter. 

Mr.  Moriarty:  So  far  as  we  know,  as  far  as  we 
have  had. 

Mr.  Griffin:  Right.  I  take  it  the  obligation  is 
just  as  much  upon  counsel  who  had  that  right  of  in- 
vestigation and  did  investigate  to  produce  them  or 
show 

Mr.  Moriarty  (Interposing) :  There  were  a  num- 
ber of  documents  not  delivered  to  us,  but  which 
stayed  in  your  possession. 

Mr.  Griffin:  Right.  That  one  box  which  they  had 
access  to,  and  which  they  went  over. 

Mr.  LeSourd:  If  Mr.  Griffin  desires,  we  will 
suspend  for  a  week  and  go  back  into  the  files  to 
1932  and  analyze  every  transaction,  but,  your 
Honor,  when  this  came  in,  we  objected  to  it  as  ut- 
terly irrelevant  and  immaterial,  and  we  think  it  is 
still,  but  over  our  objection  Mr.  Griffin   and  Mr. 
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Obenour  went  into   these  matters   in   detail,   item 
after  item,  trying  to  make  it  appear  that  this  wit- 
ness was  giving  different  statements  of  profit  and 
balance  sheets. 

We  can  take  a  week  off,  and  study  those  things, 
if  the  Court  desires,  but  I  feel  that  the  Avitness  can 
testify  here  as  to  the  type  of  changes  that  this 
[4698]  consisted  of,  and  can  testify  that  in  general 
these  different  financial  statements  reflected  this 
type  of  a  change  without  going  into  that  in  detail. 

The  Court:  Well,  I  will  again  state,  if  there  are 
work  sheets  or  other  data  that  is  available,  that  can 
be  produced,  I  think  that  it  probably  should  be 
produced.  However,  the  Court  will  not  require  that, 
and  under  these  circumstances,  the  matter  covering 
the  past  years  I  am  inclined  to  overrule  the  ob- 
jection. 

Mr.  Griffin:  Now,  in  the  light  of  your  Honor's 
statement,  I  make  this  statement  to  you  as  an  offi- 
cer of  this  Court: 

That,  as  far  as  I  am  concerned,  there  has  been 
produced,  and  there  has  been  available  to  the  wit- 
ness on  the  stand,  every  document  that  ever  came 
into  the  possession  of  Hans  Forster  from  this  wit- 
ness, and  upstairs,  recess  period  after  recess  pe- 
riod, there  has  been  examination  in  the  office  of  the 
Government,  left  there  for  that  purpose  and  used 
by  both  counsel  all  the  time  and  any  documents 
we  thought  were  admissible  here,  or  bearing  on  any 
matter,  I  brought  into  this  courtroom,  every  single 
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solitary  document  that  I  thoughi  was  bearing  u] 

any  question  that  I  asked. 

I  withdraw  the  objection  in  the  lighl  of  your 
[4699]  Honor's  filling,  bu1  I  don'1  wanl  any  infer- 
ence that  I  haven't  presented  here  everything  that 

We  could  find. 

I  will  ask,  in  the  light  of  your  Honor's  statement, 
later  during  this  trial, — a  thing  I  didn't  go  into 
because  I  thought  it  was  immaterial,  irrespective  of 
what  the  witness  said, — to  call  witnesses  to  Bhow 
precisely  the  nature  of  the  stuff  he  left  at  [ssaquah. 

I  will  ask  leave  to  do  that  before  we  close  the 
trial  now. 

The  Court:  The  Court — I  will  advise  the  Jury 
the  Court,  by  comment  on  the  evidence  here,  doesn'1 
mean  to  indicate  that  there  has  been  any  effort 
made  on  the  part  of  Mr.  Griffin  to  not  make  avail- 
able any  and  all  documents  that  have  been  made 
available  to  him,  or  to  the  defendant  Forster. 

The  Court,  in  making  this  ruling,  believes  it  may 
serve  that  a  reasonable  opportunity  be  given  to  the 
witness  to  meet  some  of  the  matters  brought  out 
on  cross-examination.  The  effectiveness  and  the 
weight  of  the  answers  is  a  matter  for  the  Jury. 

You  may  proceed. 

Mr.  LeSourd:     Thank  you,  your  Honor. 

Q.  (By  Mr.  LeSourd)  :  I  believe  1  asked  what 
would  cause  differences  in  the  item  of  inventory 
(between  the  statements  for  your  books  and  the  state- 
ments for  credit  purposes?   [4700] 

A.     Many  things  could  affect  an  inventory.  The 
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particular  one,  if  a  person  who  was  a  creditor  of 
the  company  would  turn  back  merchandise  which 
would  go  into  the  inventory  and  be  credited  to  his 
accounts  receivable,  and  it  happened  very  close  to 
the  closing  time,  it  would  make  the  inventory  pic- 
ture a  little  different,  and  the  accounts  receivable, 
and  there  is  a  possibility  that  there  could  be  be- 
tween the  time  of  closing  of  the  books  and  a  30-day 
period,  an  increase  in  the  value  of  that  inventory, 
which  a  man  for  credit  purposes  might  take  ad- 
vantage of  on  the  same  market  value  basis. 

Q.  One  more  item  along  that  line:  Did  you  have 
reserve  for  bad  debts  set  up  in  these  years? 

A.  It  is  my  recollection  that  we  did  in  two  or 
three  different  years. 

Q.  And  would  it  be — might  there  be  any  differ- 
ences in  reserve  for  bad  debts  in  the  treatment  of 
those  on  the  books  for  tax  purposes  and  for  credit 
purposes  % 

A.  If  a  party  is  on  the  reserve  basis,  and  es- 
tablishes that  with  the  Internal  Revenue,  he  must 
stay  on  a  reserve  basis,  if  he  is  reporting  income 
that  way,  but  if  he  is  only  setting  up  a  reserve  for 
his  own  information,  it  is  possible  that  he  can  re- 
analyze the  [4701]  accounts  that  have  been  set  in 
reserve,  and  set  some  of  them  up  as  current  ac- 
counts or  even  eliminate  the  reserve  accounts  and 
let  the  credit  agency  determine  the  collectibility  of 
some  of  those  accounts. 

Q.  Would  that — would  such  adjustments  and 
bad  debts  likewise  affect  profit  or  loss? 
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A.    They  would  affect  profit  or  Loss,  yes. 
Q.    Now,  did  Mr.  Beadon   Hall  ever  ask  you  to 

give  him  a  false  statement? 

A.     Absolutely  not. 

Q.  Mr.  Griffin  put  that  question  to  you,  Mr. 
[Taylor,  and  I  believe  you  answered  you  couldn't 
remember  just  what  Mr.  Beadon  Hall  asked  you. 
Why  did  you  make  that  answer.'' 

Mr.  Griffin:  Objected  to  as  cross-examination  of 
his  own  witness. 

Mr.  LeSourd :     On  the  contrary,  your  Honor. 

The  Court:  I  believe  the  form  of  the  question 
is  objectionable.  If  he  wishes  to  explain  his  answer, 
he  may. 

Mr.  LeSourd:     Yes. 

Q.  (By  Mr.  LeSourd  continuing) :  Would  you 
explain  your  answer  to  Mr.  Griffin's  question  ? 

A.  I  believe  in  the  examination  I  was  a  little 
[4702]  confused  as  to  what  the  question  was  about, 
and  answered  without  having  proper  thought  of 
what  the  question  was  intended  to  convey. 

Q.  Did  Mr.  Beadon  Hall  ever  talk  to  you  about 
these  credit  statements? 

A.  During*  the  critical  period,  as  Mr.  Beadon 
Hall  himself  testified  to,  Mr.  Hall  used  to  have  Mr. 
Forster  and  I  come  to  the  bank  almost  every  month 
and  go  over  the  statements  with  him. 

(Whereupon,  there  was  a  brief  pause.) 

Q.  During  your  cross-examination,  Mr.  Taylor, 
there  was  mention  made  of  the  item  of  real  estate, 
and  it  was  brought  out  that  the  item  of  real  esl 
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was  not  on  the  balance  sheet  for  several  years,  and 

I  believe  yon  testified  that  it  was  in  equipment. 

Handing  you  Plaintiff's  Exhibit  262,  I  will  first 
ask  you  what  this  book  is? 

A.  This  book  is  the  general  ledger  of  the  Issa- 
quah  Creamery  Company. 

Q.     And  the  book  is  opened  at  what  sheet? 

A.  It  is  a  ledger  captioned  real  estate,  equip- 
ment and  trucks,  and 

Q.     (Interposing) :     Go  ahead. 

A.  And  the  date  is  1939,  January  1st,  and  on 
the  left-hand  side  of  the  ledger  sheet,  on  the  debit 
side,  we  [4703]  have  real  estate  $9,557.44;  equip- 
ment $88,394.12 ;  and  the  third  item  of  trucks,  $21,- 
677.83.  On  the  credit  side,  under  the  same  date  on 
the  right-hand  side  of  the  page,  we  have  deprecia- 
tion reserve,  $62,938.77. 

Q.  Real  estate  and  equipment  is  all  in  one  ac- 
count ? 

A.  It  is  combined  into  one  fixed  asset  account. 

Q.  Now,  generally,  in  connection  with  these 
statements  back  in  the  '30s,  you  were  repeatedly 
asked  questions,  I  believe,  such  as  which  of  these 
statements  was  false,  why  did  you  manipulate  the 
figures,  and  like  questions.  Are  any  of  these  state- 
ments false  that  you  made,  Mr.  Taylor? 

A.     No,  they  are  not. 

The  Court:  When  you  refer  to  statements,  are 
you  referring  to  statements  on  the  stand? 

Mr.  LeSourd:  No,  I  am  referring  to  the  finan- 
cial statements  back  in  the  '30s  that  were  identified 
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on  cross-examination  and  T  will  repeal   my  ques- 
tion in  the  light  of  that  matter. 

Q.     (By  Mr.  LeSourd) :  Were  any  of  them  Pal 

A.     No,  they  wore  not,  [4704] 

Q.  Now,  prior  to  1940,  Mr.  Taylor,  how  many 
ledgers  did  yon  have  for  the  business  of  [ssaquah 
Creamery  Company? 

A.  The  Issaquah  Creamery  was  made  up  of  one 
ledger  until  1940. 

Q.  And  prior  to  1940,  what  did  that  include 
with  relation  to  the  business  of  Alpine  Dairy  I 

A.  The  Issaqnah  Creamery  carried  all  of  the 
assets  and  liabilities  and  the  operating  accounts  of 
the  Issaqnah  Creamery  and  the  Alpine  Dairy  were 
\  kept  separately.  I  mean  by  that,  sales  and  purchases 
and  expenses  were  kept  separate  between  Issaqnah 
and  Alpine,  but  all  appeared  in  the  same  statement. 

Q.     All  in  one  ledger? 

A.     One  ledger,  yes. 

Q.  Now,  Mr.  Griffin  asked  yon  if  Mr.  Porster  re- 
lied on  you  in  accounting  matters?  Were  there 
others  involved  in  the  accounting  from  1945  to  1949 
in  these  witnesses  on  whom  he  relied  \ 

A.     Yes. 

Q.     Who? 

A.     Mr.  Erickson,  Mrs.  Wilcox,  Mr.  Keek. 
(Whereupon,  there  was  a  brief  panse.) 

The  Court:  Do  you  want  to  take  a  recess  now, 
Mr.  LeSonrd?  [4705] 

Mr.  LeSonrd:  That  would  expedite  matters,  your 
Honor,  while  we  get  some  exhibits. 
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The  Court:  Ladies  and  Gentlemen  of  the  Jury: 
We  will  now  take  the  mid-afternoon  recess.  The 
Court  calls  your  attention  to  the  admonition  given, 
on  similar  occasions,  and  asks  that  you  heed  it  on 
this  occasion.  You  may  now  be  excused. 
*****  [4706] 

The  Court:     You  may  proceed,  Mr.  LeSourd. 

Mr.  LeSourd:     Thank  you,  your  Honor. 

Q.  (By  Mr.  LeSourd) :  Mr.  Taylor,  going  back 
to  the  subject  of  the  various  balance  sheets  and 
profit  and  loss  statements  back  in  the  1930's  which 
were  introduced,  you  have,  earlier  on  my  redirect 
examination,  outlined  a  number  of  changes  that 
would  take  place  between  a  report  for  tax  purposes 
or  book  purposes  and  credit  purposes. 

Were  the  changes  which  you  made  in  balance 
sheets  and  profit  and  loss  statements  during  that 
period  for  credit  purposes  of  the  type  and  nature 
that  you  outlined?  A.     Yes. 

Q.  Mr.  Taylor,  you  recall,  do  you,  that  on  cross- 
examination  you  were  questioned  with  regard  to 
the  closing  out  of  an  Arctic  Gardens  bank  account 
in  the  National  Bank  of  Commerce? 

A.     Yes,  I  remember.  [4716] 

Q.  And  this  was  in  November,  1948,  as  you 
recall  it?  A.    Yes. 

Q.  And  you  recall  that  you  were  asked  ques- 
tions with  regard  to  the  balance  of  $64.57  that  was 
in  that  account?  A.     Yes,  I  remember. 

Q.     And,  handing  you  Exhibit  A-117,  is  this  the 
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cluck  for  that  amount  which  y<>u   were  presented 

on  cross-examination? 

The  Court:    Is  this  A-117? 

Mr.  LeSourd:     A-117,  your  Honor. 

The  Witness:  Yes,  this  is  a  check  issued  to  L. 
Hicks  Taylor  for  $64.57. 

Q.  (By  Mr.  LeSourd):  And  do  you  recall  your 
testimony  that  that  amount  that  you  received  in 
closing  out  that  account  was  applied  on  your  l'< 

A.     I  remember  so  testifying. 

Q.  Now,  the  Arctic  Gardens  had  another  bank 
account  ? 

A.  Yes,  its  physical  bank  account  was  at  tin- 
Peoples  Bank.  This  was  at  the  Queen  Anne  Branch, 
National  Bank  of  Commerce. 

Q.  And  did  you  have  a  check  register  for  the 
People's  Bank  account?  [4717] 

A.     Yes,  I  did. 

Q.  And  from  what  account  were  your  fees  nor- 
mally paid  1 

A.     From  the  Peoples  Bank  account. 

Q.  Handing  you  Plaintiff's  Exhibit  274,  I  will 
ask  you  if  this  is  the  Arctic  Gardens  check  register 
for  the  Peoples  Bank  Account  that  you  have  men- 
tioned 1 

A.  Yes,  this  is  the  "easy  to  deduct"  check  reg- 
ister. 

Q.  Now,  examining  that  check  register,  Mr.  Tay- 
lor, for  the  month  of  November,  1948,  do  you  find 
any  reference  in  the  check  register  to  the  amount 
that  you  closed  out  of  the  National  Bank  of  Com- 
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merce  account?  A.    Yes,  I  do. 

Q.  And  will  you  read  the  entries  made  in  this 
check  register  concerning  that  matter? 

A.  It  is  dated  the  21st  day  of  November,  1948, 
a  check  made  out  to  L.  Hicks  Taylor.  In  the  ex- 
planation column,  September  and  October  fees,  Na- 
tional Bank  of  Commerce,  $64.57,  check  on  the 
Peoples  National  Bank  for  $35.43,  making  the  fee 
for  the  two  months  of  $100. 

Q.  And  what  was  the  fee  that  you  were  receiv- 
ing, please,  per  month  from  Arctic  Gardens  at  the 
time?  A.     $50  per  month.  [4718] 

Q.  Concerning  the  check  of  $773.21,  interest, 
which  I  think  you  testified,  did  you  not,  that  you 
gave  to  both  Mr.  Forster  and  Mr.  Brehm,  at  the 
end  of  1945,  I  think  it  was,  what  was  said,  if  any- 
thing, at  that  time — at  the  time  that  you  gave  them 
these  checks  as  to  the  use  being  made  of  the  checks  ? 

A.  My  recollection  is  that  they  were  to  be  ap- 
plied on  the  interest  payments  at  the  various  banks 
that  had  borrowings.  Mr.  Brehm  had  borrowings 
through  the  National  Bank  of  Commerce,  Queen 
Anne  Branch,  and  Mr.  Forster  at  the  Peoples  Bank. 

Q.  Where  were  these  checks  delivered  to  these 
gentlemen  ? 

A.  It  is  my  recollection  it  was  in  my  office, 
although  I  am  not  positive. 

Q.     And  what  was  the  date? 

A.     The  last  day  of  the  year,  I  believe. 

Q.     Now,   what   was   your   understanding   as   to 
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whether  money  borrowed  by  Mr.  Forster  and  Mr. 
Brehm  was  for  the  benefil  of  Arctic  Garde] 
Mr.  Griffin:    Object  to  the  form  of  thai  quest] 

Q.  (By  Mr.  LeSonrd  continuing):  Will,  wh.ii 
did  you  know  about  that  matter,  or  wlut  had  you 
been  told?  [4719] 

A.    Mr.  Brehm  and  Mr.  Forster  contributed  % 
000  in  loans  to  the  $35,000  each  in  loans   to   the 
Arctic  Gardens. 

Q.  Had  yon  been  informed  of  anything  about 
the  source  of  that  money? 

A.  I  understood  in  each  case  it  was  borrowed 
at  the  various  banks. 

Q.  Now,  if  the  $773.21  paid  to  each  of  them  by 
these  checks  had  been  nsed  to  pay  the  interest  on 
the  loans  at  the  bank  made  for  the  purpose  of 
Arctic  Gardens,  would  there  have  been  any  taxable 
income  to  Mr.  Forster? 

A.     There  would  not. 

Q.  Now,  referring  to  Simonson  and  Forster.  Mr. 
Taylor,  Mr.  Griffin,  I  believe,  asked  you  whether 
the  $100  monthly  payments  to  Mr.  Forster  would 
not  be  income  to  Mr.  Forster  even  though  repaid 
in  the  next  year,  and  I  believe  you  answered  "no". 

Will  you  tell  us  where  a  person  receives  money 
from  a  corporation  and  is  obligated  to  repay  it,  is 
it  income  to  him?  A.     It  is  not. 

Q.  Now,  under  the  information  which  was  given 
to  you  at  the  end  of  1948,  which  yon  reflected  in 
your  adjustment,  was  Mr.  Forster  obligated  to 
repay  the  money  he  had  received?  [4720] 
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A.     No,  not  in  my  opinion,  he  wasn't. 
Q.     Was  he  obligated  to  repay  that  money? 
A.     That   was   the    understanding   between    Mr. 
Forster  and  Mr.  Simonson. 

Mr.  Griffin:     May  the  previous  answer  to  that 
same  question  be  read,  if  the  Court  please? 
The  Court :    The  original  question  and  answer  ? 
Mr.  Griffin:     Yes,  your  Honor. 
The  Court :    Mr.  Reporter,  read  the  question  and 
answer. 

(Whereupon,  the  following  was  read  by  the 
reporter : 

"Q.     Now,  under  the  information  which  was 
given  to  you  at  the  end  of  1948,  which  you 
reflected  in  your  adjustment,  was  Mr.  Forster 
obligated  to  repay  the  money  he  had  received? 
A.     No,  not  in  my  opinion,  he  wasn't.") 
The  Witness:     I  misunderstood  the  question.  I 
thought  you  said  it  was  to  be  reported  taxable. 
Mr.  LeSourd:     Now,  to  clear  this  up: 
Q.     (By  Mr.  LeSourd)  :    Under  the  information 
you  received,  what  was  the  situation  as  to  whether 
Mr.  Forster  was  to  repay  this  money?  [4721] 
A.     I  understood  it  was  to  be  repaid. 
Q.     Now,  with  regard  to  the  year  1949,  of  Simon- 
son  and  Forster,  before  the  trial,  did  you  see  your 
work  sheet  for  1949  ? 

A.     It  is  my  recollection  that  we  saw  the  1939 
worksheet,  yes. 
Q.     1939  or  1949? 
A.     1949  worksheet,  yes. 
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Q.    When  was  that? 

A.    Well,  it  seems  to  me  it  was  before  the  I 
started. 

Q.  And  do  you  recall  where  it  wa  -  '. 

A.  I  believe  in  the  building  here. 

Q.  And  who  was  with  you  at  the  time? 

A.  You  and  Mr.  Cox  were  with  me,  as  I  remem- 
ber. 

Q.  Have  you  been  able  to  find  that  worksheet, 
since?  A.     No,  I  have  not  seen  it  since. 

Q.  Was  there  someone  from  the  Government 
there  in  the  room  at  the  time? 

A.     It  is  my  recollection  there  was,  yes. 

Q.  Now,  did  that  1949  worksheet  have  any  ad- 
justment for  these  payments  to  Simonson  and  For- 
ster? 

A.  Yes;  it  restored  the  $1200  to  profit.  My  rec- 
ollection is  that  it  was  either  placed  to  the  debit 
[4722]  of  equipment,  or  notes  receivable.  I  cannot 
remember  definitely. 

Q.  Now,  in  the  cross-examination,  I  believe,  of 
Mr.  Obenour,  with  regard  to  the  matter,  I  believe 
you  found  in  the  books  that  the  adjustment  on  the 
Simonson  and  Forster  books  was  made  in  the  wage 
column;  would  it  make  any  difference  whether  it 
was  in  the  wage  column,  or  the  expense  column  I 

A.  It  wouldn't  make  any  difference  in  the  over- 
all picture. 

Q.    When  you  say  "over-all  picture" 

A.     (Interposing) :    That  is,  the  expenses  would 
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have  been  reduced  by  $1200  regardless  of  what  col 

limn  it  happened  to  be  placed  in. 

Q.  Now,  there  has  been  this  testimony  about  the 
March  and  April,  1949,  Issaquah  Creamery  Com- 
pany statements  where  you  showed  a  minus  inven- 
tory in  order,  as  you  testified,  I  believe,  to  indicate 
the  possibility  of  error  in  the  information  given  to 
you.  Now,  do  you  recall  whether  or  not  you  dis- 
cussed this  matter  with  Mr.  Erickson  at  that  time? 

A.  Well,  it  is  my  recollection  that  some  discus- 
sion was  had  about  it. 

Q.  Did  this  adjustment  continue  after  April, 
1949?  A.     Not  to  my  recollection,  no.  [4723] 

Q.  Did  this  adjustment  have  any  effect  upon  in- 
come tax? 

A.  Absolutely  none.  It  was  only  descriptive  for 
the  inter-monthly  statements. 

Q.  Mr.  Griffin  asked  you  some  questions  about 
the  reconciliation  of  accounts  payable  in  connection 
with  the  charging  of  Mr.  Forster's  personal  ex- 
penses to  business  expense. 

Would  a  reconciliation  of  accounts  payable  have 
shown  anything  concerning  these  improper  charges  ? 

A.  No,  I  don't  believe  that  they  could  have  pos- 
sibly shown  anything  about  them. 

Q.  Would  a  reconciliation  of  accounts  receivable 
have  shown  anything  with  regard  to  these  improper 
charges  ?  A.     No. 

Q.  Coming  now  to  this  1949  year-end  adjust- 
ment, Mr.  Taylor 

Juror  Number  Seven:     Your  Honor,  I  wonder 
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if  we  could  have  those  boxes  set  down?   It    ;-  I 

of  hard  to  look  over  and  see  Counsel. 

(Whereupon,  boxes  were    removed    from   a 
table  by  the  Bailiff.) 

The  Court,:     Is  that  clear  now? 

Juror  Number  Seven:     Yes.   [4724] 

Q.  (By  Mr.  LeSourd  continuing)  :  There  was  a 
change  in  accounts  payable,  you  testified,  that  was 
given  to  you  by  Mr.  Erickson  of  $51,578.76.  Was 
that  entered  in  accounts  payable  in  your  ledgerl 

A.    Yes. 

Q.  Can  you  find  the  place,  handing  you  Exhibit 
271,  where  that  was  entered? 

A.     It  is  included  in  a  total  of  $98,616.29. 

Q.  Now,  is  that  included  in  that  one  figure,  or 
is  it  broken  down  among  several  figures? 

A.     Only  in  one  figure. 

Q.  Was  there  an  offsetting  entry  to  that  made 
in  your  ledger? 

A.     Yes,  to  the  expense  control  account. 

Q.  And  to  what  part  of  the  expense  control  ac- 
count ? 

A.  It  appears  to  have  been  entered  under  milk 
purchases. 

Q.     In  the  purchases? 

A.     Yes,  in  the  purchases. 

Q.  And,  on  your  work  sheet,  Plaintiff's  Exhibit 
259,  was  that — how  was  that  entered  ? 

A.     It  was  included  in  the  accounts  payable. 

Q.  And  what  was  the  offsetting  adjustment  on 
the  work  sheet?  A.     Purchases. 
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Q.  Now,  on  the  column  in  that  work  sheet  259 
that  contains  this  figure  $51,578-and  some  cents, 
which  you  stated  you  wrote  down  and  Mr.  Erickson 
gave  it  to  you,  there  are  some  other  figures,  I  be- 
lieve, that  you  testified  to.  Which  of  the  figures  in 
that  column  were  given  to  you  by  Mr.  Erickson? 

A.     Well,  there  was  $10,000  to  milk  drafts. 

Q.  Now,  stopping  there  for  a  moment,  in  what 
form  was  that  given  you  by  Mr.  Erickson? 

A.  Mr.  Erickson  said  there  would  be  five  thou- 
sand increase  in  November  and  five  thousand  in- 
crease in  December,  making  $10,000  to  milk  drafts. 

Q.  All  right,  and  which  of  the  other  figures  were 
given  to  you? 

A.     And  then  the  $51,578.76  in  accounts  payable. 

Q.     And  how  was  that  given  to  you? 

A.     In  one  amount. 

Q.  One  amount;  and  what  other  figure,  or  fig- 
ures ? 

A.  Mr.  Erickson  said  "Increase  the  inventory". 
The  way  he  said  it,  I  misunderstood  him.  He  said 
[4726]  "Increase  inventory  twenty-two",  and  I 
wrote  in  that  column  $32,978.70,  or  90,  and  then 
the  office  called  to  my  attention  that  that  was  ten 
thousand  too  high. 

Q.  Now,  after  you  wrote  that  thirty-two  thou- 
sand inventory  figure  in,  did  you  do  anything  with 
your  work  sheet  before  Mr.  Erickson  caught  your 
error  ? 

A.  Yes,  I  had  worked  it  out  with  the  thirty-two 
as  the  inventory. 
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Q.  And  H  was  at  thai  time  thai  he  told  you  thai 
II, ere  was — that  you  had  misunderstood  him  Oil  in- 
ventory I 

A.     Yes,  he  called  my  attention  to  it. 

Q.  Now,  the  oilier  figures  in  thai  adjustmenl 
column,  I  believe  you  testified  to,  were  simply 
totals'? 

A.  It  appears  from  those  thai  there  were  prob- 
ably a  cumulation  of  a  number  of  figures  probably 
for  income  tax,  or  for  some  other  type  of  state- 
ment. 

Q.  Also,  Mr.  Taylor,  on  cross-examinatiou  yon 
were  asked  concerning  your  testimony  that  yon  had 
examined  the  sales  of  1948  in  connection  with  1949. 
Did  you  examine  these  1948  sales  in  connection  with 
yonr — in  connection  with  the  original  figures  that 
you  were  given  on  January  28,  1949,  when  you 
went  out  to—  [4727]  January  28,  1950— when  you 
went  out  to  Issaquah,  or  in  connection  with  the  re- 
vised figures  given  you  by  Mr.  Erickson  \ 

A.  It  is  my  recollection  that  I — after  T  received 
these  figures,  then  I  had  both  taxes,  the  1948  tax 
return,  before  me,  and  made  the  comparison. 

Q.     When  you  say  "received  the  figures",  which — 

A.  (Interposing)  I  menu,  after  J  returned  to 
my  office,  I — after  I  had  made  this  adjustment,  I 
took  out  the  1948  Issaquah  Creamery  tax  return,  in 
preparing  the   1949,   and  made  the   comparison. 

Q.  By  "this  adjustment",  you  mean  the  figures 
Mr.  Erickson  gave  you  ?  A.     Yes. 

Q.     Mr.  Taylor,  what  were  the  circumstances  giv- 
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ing  rise  to  the  failure  to  report  all  of  your  own  in- 
come in  the  years  1940  through  1948? 

A.  Well,  I  was  working  very  long  hours,  prac- 
tically all  my  working  hours,  in  my  business,  and 
I  had  a  record  there  to  post  all  of  my  income,  but 
I  did  not  report  them  in  their  entirety,  because  of 
the  complication,  I  had  various  types  of  income, 
checks  of  other  peoples,  and  I  did  not  get  them 
segregated  sufficiently  to  make  a  proper  tax  return. 

Q.  Now,  there  was  testimony — cross-examination 
— about  your  conferences  in  Mr.  Kachlein's  office 
[4728]  on  September  13,  1950,  and  October  27, 
1950. 

Now,  in  either  of  these  conferences,  Mr.  Taylor, 
did  Mr.  Kachlein  tell  you  that  he  had  on  April  26, 
1950,  stated  to  a  Revenue  Agent  that  if  there  were 
errors  in  Mr.  Forster's  returns,  they  were  due  to 
your  sloppy  accounting? 

Mr.  Griffin:  Objected  to  as  not  redirect  ex- 
amination. 

Mr.  LeSourd:  Counsel  brought  the  matter  up. 
He  brought  out  at  length,  your  Honor,  those  meet- 
ings in  an  attempt  to  indicate  that  Mr.  Taylor  knew 
everything  that  was  gone  over,  and  willingly 
dropped  this  matter. 

The  Court:    Well,  objection  overruled. 

A.     He  did  not  mention  it. 

Q.  (By  Mr.  LeSourd)  :  And  did  he,  in  those 
meetings,  say  anything  to  you  about  statements 
made  on  August  29,   1950,  by  him  to   a  Revenue 
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Agent  that  you  were  responsible  for  any  irregular- 

ities  of  Mr.  Forster? 

Mr.  Griffin:    I  object.  A.     No. 

The  Court :  Just  a  moment. 

Mr.  Griffin:  I  object.  \'<>i  redireel  examination. 
The  question  was  asked  on  cross-examination. 

Mr.  LeSourd:    It  goes  to  the 

Mr.  Griffin:  (Interposing)  No  such  question  was 
asked  on  his  own  examination  on  redirect. 

Mr.  LeSourd:  Certainly  no  question  was  asked 
on  direct. 

The  Court:     Objection  overruled. 

A.     No,  he  did  not.  *****  [4730] 

L.  HICKS  TAYLOR 

upon  being  recalled  as  a  witness  for  and  on  behalf 
of  the  Defendant  Taylor,  and  having  been  previ- 
ously duly  sworn,  testified  as  follows: 
Redirect  Examination 

Q.  (By  Mr.  LeSourd) :  Mr.  Taylor,  earlier  in 
your  examination  you  testified  that  you  had  first 
learned  that  the  Government  wTas  considering  the 
possibility  of  action  against  you  in  this  case  by  a 
letter  from  the  Agents  which  you  said  you  thought 
you  got  the  latter  part  of  1950,  or  the  first  part  of 
1951. 

The  Clerk:  Defendants'  Exhibit  A-127  marked 
for  identification. 

(Defendants'  Exhibit  A-127  marked  for  iden- 
tification.) 

Q.    (By  Mr.  LeSourd  continuing) :    Handing  you 
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Defendants'  Exhibit  A-127  for  identification,  I  will 

ask  you  what  that  is? 

A.  This  is  a  letter,  a  registered  letter,  from  the 
Treasury  Department,  signed  by  Mr.  Ira  Eppler  as 
Special  Agent,  and  dated  October  12,  1950. 

Q.  Now,  when  did  you  receive  that  letter,  do  you 
know?  [4746] 

A.  By  glancing  at  the  letter,  it  refreshes  my 
recollection  that  a  notice  of  a  registered  letter  was 
at  my  home  when  we  returned  from  our  vacation 
on  October  25th,  and  I  just  don't  recollect  whether 
I  picked  it  up  the  next  day,  or  a  couple  of  days 
later.  I  am  not  quite  positive  of  the  date  of  pick- 
ing it  up  at  the  post  office. 

(Whereupon,  there  was  a  brief  pause.) 

Mr.  LeSourd:  I  will  offer  Defendants'  Exhibit 
A-127. 

Mr.  Griffin:  Objected  to  as  incompetent,  ir- 
relevant, and  immaterial,  and  hearsay.  It  was  only 
used  to  refresh  recollection,  and  did  refresh  recol- 
lection. 

Mr.  LeSourd:  On  the  contrary,  your  Honor,  in 
cross-examination  of  this  witness,  Mr.  Griffin  went 
at  length  into  all  of  the  circumstances  surrounding 
this  meeting  at  the  end  of  October,  between  Mr. 
Taylor  and  Mr.  Kachlein,  and  when  Mr.  Taylor  was 
informed  of  the  possibility  that  the  Government 
might  consider  charges  against  him. 

I  think  we  are  entitled  to  introduce  this  letter 
to  show  those  facts. 

(^Thereupon,  there  was  a  brief  pause.) 
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Mr.  LeSourd:  It  is  not  hearsay,  of  course,  your 
Honor.  [4747] 

The  Court:     I  will  finish  reading  this. 

Mr.  LeSourd:    Very  well;  I  am  sorry. 

(Whereupon,  there  was  a  brief  pause.) 

The  Court:  I  am  inclined  to  sustain  the  objec- 
tion, Mr.  LeSourd. 

Mr.  LeSourd:  Well,  if  your  Honor  please,  it 
shows  the  information  that  was  brought  to  the  at- 
tention of  this  witness  at  the  time. 

The  Court:    I  understand. 

Mr.  LeSourd:  And  we  feel  it  is  entirely  proper 
as  showing  that  in  view  of  the  cross-examination 
on  this  subject.  It  is  a  matter  opened  up  by  counsel 
I  for  Mr.  Forster. 

The  Court:  Well,  the  other  evidence  might  be 
,  admissible,  but  as  a  letter,  I  think  it  is  subject  to 
objection  as  hearsay.  I  don't  know  any — on  any 
ground  it  might  be  admissible,  Mr.  LeSourd, — 

Mr.  LeSourd:     (Interposing)     Well, 

The  Court:  (Continuing)  as  not  being  hear- 
say, or  an  exception. 

Mr.  LeSourd:  It  is  admissible,  your  Honor,  on 
the  ground  that  here  is  the  information  brought 
to  the  attention  of  Mr.  Taylor  at  that  time,  and 
as  showing  what  he  was  advised  at  the  time.  That 
certainly  is  not  hearsay.  [47 

The  Court:  Well,  of  course,  we  are  not  pre- 
sented now  with  the  question  as  to  the  information 
received,  but  the  admission  of  the  \o\U-v  itself  i 
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think,  subject  to  objection.  I  would  sustain  the  ob- 
jection at  this  time. 

If  you  wish  to  urge  it  further,  I  will  hear  further 
from  you  at  recess. 

Mr.  LeSourd:     That  is  all  my  examination. 

The  Court:     Mr.  Keesling'? 

Mr.  Keesling:    No  further  questions. 

The    Court:      Does    the    Government   have    any- 
thing ? 

Mr.  Obenour:     No  further  questions. 

Mr.  Griffin:    I  have  one  on  one  exhibit. 

May  I  see  Exhibit  122,  please? 

The  Clerk:    122? 

Mr.  Griffin:     122. 

(Whereupon,   document  was  handed  to  Mr. 
Griffin  by  the  Clerk.) 

Mr.  Griffin:    It  is  my  error;  I  am  sorry.  A-122. 

(Whereupon,  there  was  a  brief  pause.) 
Mr.  Griffin:     That  is  the  bonus  payments. 

(Whereupon,  exhibit  was  handed  to  Mr.  Grif- 
fin by  the  Clerk.) 
Mr.  Griffin :    And  would  you  mark  these  for  iden- 
tification as  one  exhibit?  [4749] 

The  Clerk:     Defendants'  Exhibit  A-128  marked 
for  identification;  as  one  exhibit? 
Mr.  Griffin:    If  you  please. 

The  Clerk:     Defendants'  Exhibit  A-128  marked 
for  identification. 

(Defendants'  Exhibit  A-128  marked  for  iden- 
tification.) 
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Recross  Examination 
Q.    (By  Mr.  Griffin):    Mr.  Taylor,  A-122,  ln1 

duced  in  evidence  as  Finstad  and    Utgard   bonus 
payments,  do  you  recognize  that  document  aa  such; 

do  you? 

Mr.  LeSourd:    Objected  to,  your  Honor.  He  t< 
fied  originally  he  didn't  recognize  the  document.  It 
was  introduced  just  to  show  the  figure  which  Mr. 
Griffin  was  supposedly  leading. 

The  Court:  Is  the  question  directed  to  whether 
he  recognizes  the  exhibit  as  an  exhibit,  or 

Mr.  Griffin:  (Interposing)  No,  as  the  bonus 
payments.  A.     I  do  not. 

Q.  (By  Mr.  Griffin):  Handing  you  Exhibit 
A-128,  can  you  identify  those  ? 

A.     I  am  sorry;  I  cannot.  [4750] 

Q.  However,  Mr.  LeSourd  examined  you,  as  you 
will  recall,  with  reference  to  A-122  and  placed  it 
in  evidence ;  do  you  recall  that  \ 

A.     Yes,  I  remember  it. 

Q.  Your  testimony  in  regard  to  the  bonus  pay- 
ments was  that  you  used  in  your  computations 
$10,000,  placing  it  somewhere  and  charging  it  off 
in  the  Finstad  and  Utgard  statement — tax  return — 
to  bonus  payments,  wasn't  it? 

A.     It  was  set  up  as  Accounts  Payable. 

Q.    Yes;  the  exhibit  A-122,  Mr.  Taylor 

Mr.  Griffin:     Strike  that. 

Q.  (By  Mr.  Griffin  continuing)  :  You  also  testi- 
fied that  bonus   payments   were   made1   to   a   la 


2376  Hans  Forster  vs. 

(Testimony  of  L.  Hicks  Taylor.) 

number  of  people  by  Finstad  and  Utgard,  is  that 

correct?  A.     As  I  recollect,  yes. 

Q.  And  you  referred  to  both  Skagit  and  Sno- 
homish Counties,  I  believe,  is  that  right? 

Mr.  LeSourd:  I  object  to  that  as  an  improper 
quotation.  There  was  no  testimony  to  that  effect. 

The  Court :  If  that  isn't  correct,  the  witness  may 
so  indicate.  Objection  overruled. 

A.  It  is  my  recollection  that  I  said  at  Stanwood 
and  Mt.  Vernon,  did  I  not?  [4751] 

Q.  (By  Mr.  Griffin)  :  You  also  said  Snohomish 
County,  did  you  not? 

A.     I  don't  just  recollect.  I  may  have. 

Q.  I  will  ask  you  if  it  is  not  a  fact  that  A-122 
shows  the  individual  name  and  the  amount  paid 
to  each  person,  or  customer,  whichever  it  may  be, — 
anyway,  to  each  individual, — entitled  to  a  bonus 
payment  ? 

A.     That  would  appear  to  be  the  case,  yes. 

Q.     And  the  total  amount  was  $2,139? 

A.     On  that  sheet,  yes. 

Q.  Were  there  any  other  bonus  payments  other 
than  shown  on  this  sheet,  Exhibit  A-122,  for  the 
year  1947?  A.     I  do  not  know. 

Q.  Did  you  check  the  check  register  to  ascer- 
tain what  bonus  payments  were  made? 

A.     I  did  not. 

Q.  You  simply  used  $10,000  irrespective  of  what 
the  bonus  payments  were? 

A.  1944  was  the  basis  of  establishing  that  their 
bonus  payments  were  over  ten  thousand  dollars. 
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Q.     In  1944,  Mr.  Taylor? 

A.     I  believe  that  is  correct. 

Q.    You    were    Familiar,    then,    with    the    bonus 
[4752]  payments  and  amounts,  were  you? 

A.     Only  by  what  J  was  shown  by  Mr.  Egenc 

Q.     What  were  they  in  1945? 

A.     I  don't  know. 

Q.     Would  you  say  they  were  in  excess  of  $2,- 
178.65  ? 

A.     I  would  assume  they  were,  yes. 

Q.    And  do  you  know  what  they  were  in  19 1 1  i  '. 

A.     I  do  not. 

Q.     Would  you  say  they  were  in  excess  of  $2,- 
088.08? 

A.     I  would  assume  they  were  a  great  deal  more 
than  that. 

Q.     And  do  you  know  what  they  were  in  1949  I 

A.     I  do  not. 

Q.    Would  you  say  they  were  in  excess  of  $2, 
633.15? 

A.     I  would  assume  they  were  a  great  deal  more 
than  that. 

Mr.  Griffin:    That  is  all. 

Mr.  LeSourd:     One  additional  question  on  that 
last,  your  Honor. 

Re-Redirect  Examination 

Q.    (By  Mr.  LeSourd)  :     Mr.  Taylor,  in  answer 

to    Mr.    Griffin's    question    whether    this    was    a — 

whether  the  exhibits  [4753]  showed  a  list  o\'  each 

person  entitled  to  a  bonus  payment,  you  said,  "yes" ; 
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were  you  referring  to  each  person  on  the  list,  or  did 
you  mean  by  that,  that  that  included  the  list  of 
everyone  that  received  a  bonus  payment? 

A.  No,  I  did  not  mean  that.  On  the  list  that  was 
before  me,  on  the  exhibit  before  me,  it  showed 
eight  names,  as  I  remember  it. 

Q.  Did  you  participate  in  making  those  bonus 
payments  % 

A.     I  had  no  connection  with  it,  no. 

Q.  Were  you  familiar  with  exactly  the  number 
of  people  that  did  receive  bonus  payments'? 

A.    No,  I  was  not. 

Mr.  LeSourd:    That  is  all. 

The  Court :    That  is  all,  Mr.  Taylor. 

The  Witness:     Thank  you. 
(Witness  withdrew.) 

Mr.  LeSourd:    We  will  call  Mr.  Jack  Taylor. 

J.  L.  TAYLOR 

upon  being  called  as  a  witness  for  and  on  behalf  of 
the  Defendant  Taylor,  and  upon  being  first  duly 
sworn,  testified  as  follows: 

Direct  Examination 

The  Clerk :  Will  you  state  your  full  name,  please  ? 
The  Witness :    J.  L.  Taylor,  102  North  Broadway. 

Q.  (By  Mr.  LeSourd) :  Would  you  stare  your 
name,  please?  A.     J.  L.  Taylor. 

Q.     Where  do  you  live? 
A.     102  North  Broadway. 
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Q.  Are  you  related  to  Mr.  Hicks  Taylor,  the 
defendant  in  this  case.'' 

A.     J  am  a  brother. 

Q.  In  the  summer  of  L950,  Mr.  Taylor,  while 
Mr.  Hicks  Taylor  was  at  McNeil  Island,  did  you 
have  any  conversation  with  Mr.  Hans  Forster  with 
pegard  to  the  matter  of  Mr.  Hicks  Taylor's  account- 
Big  license? 

A.  Yes,  I  told  him  I  contemplated  getting  a 
petition  out  to  get  his  license  back  as  soon  as  he  re- 
turned from  the  Island;  that  I  had  been  called  upon 
by  a  couple  of  men  in  that  respect. 

Q.  Where  were — where  was  this  conversation, 
[4755]  Mr.  Taylor? 

A.     At  the  Alpine  Dairy  on  Rainier  Avenue. 

Q.  How  did  you  happen  to  have  this  conversa- 
tion? 

A.  I  went  out  to  get  a  load  of  ice  cream.  I  us<  d 
to  get  ice  cream  and  put  it  in  my  locker  from  there, 
and  Mr.  Forster,  while  I  was  paying  the  bill,  came 
out  and  took  me  into  his  private  office,  and  we  had 
our  conversation  in  there. 

Q.  What  was  the — can  you  relate  that  conversa- 
tion as  closely  as  possible? 

A.  Well,  I  told  him  I  was  contemplating  get- 
ting out  a  petition  to  get  his  license  returned,  and 
all  his  rights,  and  so  forth,  so  that  he  could  practice 
as  soon  as  he  came  back,  and  Mr.  Forster  told  me 
that  his  hands  were  tied,  and  about  that  time,  the 
telephone  ran  and  he  is  on  the  phone,  oh,  for  about 
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ten  minutes,  and  I  got  up  and  got  my  ice  creanl 

and  went  out. 

Q.     Can  you  fix  the  date  of  that  conference i 

A.  Well,  it  was,  I  would  say,  between  the  15th 
of  August  and  the  21st.  It  probably  was  on  a  Thurs- 
day or  a  Friday. 

Q.     What  year  is  that?  A.     1950. 

Q.     It  was  on  a  Thursday  or  a  Friday? 

A.  I  would  think  so.  It  was  on  a  week-end, 
[4756]  generally,  that  I  picked  up  the  ice  cream 
and  put  it  in  my  locker. 

Q.  Handing  you  Defendants'  Exhibits  A-77  and 
A-78  for  identification,  do  these  in  any  way  assist 
you  to  fix  the  date  of  that  meeting? 

A.  Yes;  that  is  about  as  near  as  I  would  like 
to  come  to  it,  a  Thursday  or  a  Friday,  though. 

Q.  And  what  would  be  that  date  in  1950,  in  Au- 
gust, 1950,  approxhnately  ? 

A.  Well,  the  21st  was  Monday;  so,  Thursday — 
I  have  an  idea  it  was  Thursday — Thursday  would — 
let's  see,  maybe  you  can  figure  better  than  I  can. 

Q.  Well,  if  the  21st  is  Monday,  I  would  say  that 
Thursday  is  about  the  17th  of  August. 

A.     17th. 

Q.  Now,  what  next  happened  after  that  con- 
versation with  regard  to  this  matter? 

A.  We  received  a  letter  from  my  brother  telling 
us  to  not  go  ahead  with  whatever  we  had  planned; 
that  Mr. — as  I  remember,  Mr.  Kachlein  had  con- 
tacted him  and  didn't  want  us  to  go  through  with  it. 
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Q.  When  did  you  receive  that  Letter,  do  you 
recall? 

A.  That  was  on  the  21st.  Let's  see,  well,  that 
was  dated  the  21st.  We  probably  received  that  the 
22d.  [4757] 

Mr.  LeSonrd:    That  is  all. 

Mr.  Obenour:    No  questions. 

Mr.  Griffin:    No  questions. 

Mr.  Keesling:     No  questions. 

Mr.  LeSourd:    That  is  all,  Mr.  Taylor. 
(Witness  excused.) 

Mr.  LeSourd:     I  will  call  Mrs.  Taylor.) 
[4758] 


***** 


HANS  FORSTER 

upon  being  recalled  as  a  witness  for  and  on  behalf 
of  the  Defendant  Forster,  and  having  been  previ- 
ously duly  sworn,  testified  as  follows: 

Direct  Examination 

Q.  (By  Mr.  Griffin) :  Mr.  Forster,  this  is  what 
in  a  trial  we  call  Rebuttal,  and  the  questions  that 
I  ask  you,  I  want,  if  possible,  under  our  procedure, 
answers  of  "yes"  or  "no". 

Mr.  Forster,  at  the  time  of  the  split-off  of  the 
Alpine  Dairy  from  Issaquah  Creamery,  did  you 
BUggest  to  Mr.  Taylor  in  substance  or  effect  that 
Mr.  Eriekson  could  handle  the  journals  at  Issa- 
quah? A.     No,  I  didn't,  sir. 

Q.  Did  you  state,  in  substance  or  effect,  that 
that  would  save  money  on  Taylor  ? 
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A.    No,  I  didn't. 

Q.  With  reference  to  the  Renton  Ice  and  Ice 
Cream  Company,  did  Mr.  Taylor  at  the  first  cor- 
porate meeting  of  the  Renton  Ice  and  Ice  Cream 
Company,  or  at  any  other  time,  tell  you — direct  you 
— or  suggest  that  you  should  deposit  the  checks  that 
you  would  receive  from  out  the  salary  of  the  other 
incorporators  of  the  Renton  Ice  and  Ice  Cream 
Company  [4842]  in  the  Alpine  Dairy  account? 

A.     No,  he  didn't. 

Q.  Did  Mr.  Taylor  say  in  substance  or  effect 
that  he  wanted  that  done  so  that  the  checks  and 
the  proceeds  received  by  you  would  not  show  on 
the  tax  returns?  A.     No,  he  didn't, 

Q.  With  reference  to  Simonson  and  Forster, 
did  Mr.  Taylor  ever  ask  you  if  the  $100  a  month 
you  received,  being  $1200  a  year,  did  he  ever  ask 
you  in  substance  or  effect,  if  that  was  salary? 

A.     No,  he  didn't, 

Q.  Did  Mr.  Taylor  ever  suggest  to  you,  in  sub- 
stance or  effect,  that  you  should  pay  back  to  either 
Simonson,  or  Simonson  and  Forster,  this  $100  a 
month,  or  $1200  a  year? 

A.     No,  he  didn't, 

Q.  Did  you  say  to  Mr.  Taylor  in  substance  or 
effect,  that  you  could  not  see  why  you  should  pal 
tax  upon  those  items,  when  the  $100  a  month,  or 
$1200  a  year,  was  being;  withdrawn  from  capital? 

A.     No,  I  didn't. 
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Q.  Did  Mr.  Taylor  ever  inquire  about  thai  (1200 
at  all,  to  you? 

A.     He  didn't,  sir.  [4843] 

Q.  Did  you  ever  hear,  until  Mr.  Taylor  took  the 
witness  stand,  that  he  had  charged  those  items,  or 
something  in  regard  to  them,  off  to  equipmenl  I 

A.     No,  I  didn't  know  about  it  before. 

Q.  Did  Mr.  Taylor  ever  discuss  with  you  the  tax 
items  at  Simonson  and  Forster,  at  all? 

A.     No,  he  never  did. 

Q.     The  Alpine  Ice  Cream  Company 

A.   (Interposing)    No. 

Q.    (Continuing)     1  am  referring  to  now.  At 

the  time  of  the  formation  of  the  Alpine  Ice  Cream 
Company,  or  at  any  time,  did  you  say  to  Mr.  Taylor 
that  Mr.  Erickson  would  keep  the  books'? 

A.    No,  I  never  did. 

Q.  Did  Mr.  Taylor  ask  you  at  the  time  of  the 
formation  of  the  company,  or  about  that  time, 
whether  you  wanted  him  to  continue  on  I 

A.     No,  he  never  asked  me  that  question. 

Q.  And  did  you  say,  in  substance  or  effect,  "No, 
Erickson  would  handle  the  books  at  Issaquah"  I 

A.     No,  sir. 

Q.  Did  you  consider  Daisy  Ice  Cream  Company, 
which  became  Alpine  Ice  Cream  Company,  a  part  of 
the  Alpine  Dairy  operations? 

A.    Yes,  I  did.  [4844] 

Q.  Now,  in  regard  to  the  year-end  matter  of 
1941),  in — on  or  about  the  last  Saturday  in  January, 
1950,   or  at   any  time   thereafter,   did   Mr.   Taylor 
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phone  yon  and  ask  if  he  should  proceed  with  the 

books?  A.     No,  he  didn't. 

Q.  Did  Mr.  Taylor  at  about  that  time,  or  at  any 
time,  phone  yon  as  to  whether  changes  were  to  be 
made,  and  did  yon  tell  him  to  call  Erickson,  that 
there  would  be  some  changes? 

A.     No,  I  didn't. 

Q.  Did  you  ever  have  a  telephone  conversation 
with  Mr.  Taylor  in  regard  to  that  matter  at  all? 

A.     No,  I  never  did. 

Q.  Did  you  have  any  conversation  with  Mr. 
Taylor  in  regard  to  that  year-end  matter  after  your 
conversation  with  him  on  or  about  January  28,  1950, 
and  I  am  referring  to  the  last  Saturday  in  Janu- 
ary, whatever  it  was?  A.     No,  sir. 

Q.  Mr.  Taylor  testified  that  when  the  income 
tax  return  for — was  ready  for  the  year  1949,  which 
would  be  some  time  in  March,  1950,  that  he  called 
you  to  bring  in  the  check,  advising  you  the  amount 
of  the  check,  and  to  sign  the  tax  return,  and  at  that 
time,  did  Mr.  Taylor  show  you  any  of  his  work 
sheets,  whether  [4845]  in  evidence  or  not,  and  ex- 
plain the — what  he  says  was  a  51  thousand  dollar 
change  in  accounts  payable?  A.     No,  sir. 

Q.  Did  Mr.  Taylor  at  that  time  say  to  you  in 
substance  or  effect,  or  at  any  time,  that  you  and 
Mr.  Erickson  will  have  to  substantiate  the  charge 
and  take  care  of  it? 

A.    No,  he  never  did. 

Q.     Did  he  discuss  the  matter  with  you  at  all? 

A.     No,  he  didn't. 
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Q.    Aside  from  your   observing   these    monthly 

visits  at  Issaquab,  Mr.  Taylor  working  upon  what 

has  been  referred  to  here  as  work  sheets,  did  he 

]  ever  show  you  the  work  sheets  and  explain  them 

to  you?  A.     No,  sir. 

Q.    Did  Mi*.  Taylor  ever  explain  to  you  or  dis- 
cuss with  you  these  changes  in  inventory  that  h 
been  testified  to?  A.     No,  sir. 

Q.  Did  he  ever  discuss  with  you  at  any  time,  any 
changes  in   inventory?  A.     No,  sir. 

Q.  Did  he  ever  discuss  with  you  at  thai  time, 
any  adjustments  of  accounts  payable  I 

A.     No,  sir.  [4846] 

Q.    Did  he  ever  discuss  with  you  at  any  time  the 

matter  of  depreciation,  the  way  he  handled  it ! 
A.     No. 

Q.  Did  he  ever  discuss  with  you  the  matter  of  a 
negative   inventory?  A.     No,   sir. 

Q.  Did  you  know  that  he  had,  or  was  supposed  to 
have,  a  negative  inventory1?  A.     No,  sir. 

Q.  Did  Mr.  Taylor  ever  discuss  with  you  the 
matter  of  negative  cash  I  A.     No,  sir. 

Q.  Did  Mr.  Taylor  ever  advise  you  at  any  time 
how  lie  was  keeping  the  books  and  record 

A.     No,  sir. 

Q.  In  regard  to  the  financial  statements  sub- 
mitted to  banks,  did  Mr.  Taylor  usually  go  over 
those  statements  with  you  before  they  were  sub- 
mitted to  the  banks? 

Mr.  Moriarty:     Objected  to   as  not   proper  re- 
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buttal,   it  has  been  all  gone  over  time   and  time 

again  in  the  case  in  chief. 

The  Court :  This  is  rebuttal  to  Mr.  Taylor's  testi- 
mony following  Mr.  Forster's  case,  and  because  of 
the  length  of  time  that  has  expired,  I  am  not  going 
to  [4847]  sustain  the  objection. 

Mr.  Moriarty:  It  was  part  of  Mr.  Forster's  case 
in  chief,  that  he  never  saw  the  books,  or  looked  at 
them,  and  that  Mr.  Taylor  didn't  present  these  mat- 
ters to  him,  and  presented  the  bank  statements  with- 
out Mr.  Forster  ever  seeing  them. 

The  Court:  This  answer — the  question  and  an- 
swer will  be  only  related  insofar  as  it  refers  to  the 
testimony  of  Mr.   Taylor  and  Mr.  Erickson. 

Mr.  Griffin:  Correct,  and  this  is  directed  only 
to  the  testimony  of  Mr.  Taylor. 

Q.  (By  Mr.  Griffin  continuing)  :  Repeating  the 
question : 

Did  Mr.  Taylor  go  over  the  financial  statements 
with  you  before  he  submitted  them  to  the  banks? 

A.     No,  sir. 

Q.  Did  you  ever  know  until  this  investigation 
started,  or  the  time  of  this  trial,  that  Mr.  Taylor 
would  give  you  correct  financial  statements  and  the 
bank  a  different  financial  statement  for  the  same 
period?  A.     No,  sir. 

Mr.  LeSourd:    Objected  to,  your  Honor. 

Mr.  Griffin:    Just  a  moment. 

Mr.  LeSourd:  Objected  to  as  argumentative  and 
an  improper  statement  of  the  facts.  [4848] 
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The  Court:    I  don't  recoiled  thai  there  was  any 

i  testimony  directly  to 

Mr.  LeSourd:    (Interposing)    Thai   is   right.   H 
is  going  back  to  his  own  cross-examination  of  Tay- 
lor, not  Taylor's  testimony  on  direct. 

The  Court:  The  only  part  I  recollect,  Mr.  Griffin, 
relates  possibly  to  the  transactions  of  the  Stanwood 
Bank. 

Mr.  Griffin:    Yes,  December  31,  1935. 

The  Court:     Wasn't  that  on  cross-examination? 

Mr.  Griffin:    Yes,  but  Mr.  Taylor  came  back  .-■ 
explained  in  detail   upon  redirect  as  to  what  the 
banks  wanted,  and  why  he  did  it.  He  even  almosl 
delivered  a  lecture  on  it. 

The  Court:  Well,  I  will  again  confine  this  ques- 
tion to  the — or,  answer,  rather,  and  the  question  to 
the  transactions  relating  to  financial  statements  sub- 
mitted then  to  the  banks  in  the  early  '30s.  I  believe 
it  was  the  Stanwood  Bank. 

Mr.  Griffin:  His  testimony  also  applied  to  the 
statement  submitted  to  the  Peoples  Bank. 

Mr.  LeSourd:  There  is  other  evidence  of  dupli- 
cate financial  statements.  The  only  ones  in  the  '30s 
were  fully  explained  already,  if  the  Court  please. 

Mr.  Griffin:  Mr.  Taylor  explained  in  detail  [4849] 
what  the  purposes  of  the  financial  statements  to  the 
banks  were,  and  I  asked  impeaching  questions  for 
pie  witness  we  will  have,  Mr.  Ellis. 

Mr.  LeSourd:  My  original  objection  is  the  vice 
in  the  assumption  that  this  is  something  applying 
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to  all  these  financial  statements,  which  certainly  is 

not  correct. 

The  Court:  The  question,  as  put,  to  the  best  ol 
my  recollection,  would  cover  the  incident  of  a  trans- 
action in  the  earlier  years,  rather  than  the  later. 

Mr.  Griffin:  All  right,  I  am  willing  to  limit  it 
to  that. 

Q.  (By  Mr.  Griffin) :  The  question  was,  Mr. 
Forster : 

As  of 

Mr.  LeSourd:  (Interposing)  Just  a  moment.  I 
would  like  to  make  another  objection,  if  your  Honor 
please.  This  is  further  improper  rebuttal  in  thai 
the  evidence  concerning  those  earlier  years  was  not 
relevant  to  the  issues  of  the  case.  It  was  admitted 
by  the  Court,  as  I  understand  it,  on  the  theory  that 
it  in  some  way  affected  the  credibility,  or  might  af- 
fect the  credibility,  of  Mr.  Taylor,  which,  of  course, 
we  feel  it  did  not  in  any  way,  and  as  I  understand, 
[4850]  the  law 

The  Court :  (Interposing)  Excuse  me  a  moment, 
on  that;  or,  of  course,  to  affect  the  credibility  of 
Mr.  Forster. 

Mr.  LeSourd:     Well,  if  that  is  the  basis 

The  Court:  (Interposing)  When  credibility  is 
attacked,  it  is  likewise  to  bring  out  evidence,  of 
course,  that  may  rehabilitate  it. 

Mr.  LeSourd:  Well,  our  understanding  of  the 
law  is,  your  Honor,  that  in  such  a  case,  no  rebuttal 
evidence  is  proper,   and  that  he  is  bound  by  the 
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answers  of  the  witness,  and  we  will  object  on  that 

ground. 
The  Court:    Objection  overruled. 
Q.   (By  Mr.  Griffin  continuing):    The  questioi 

Mr.  Forster: 

Dealing-  now  with  the — particularly  with  the 
Statements  of  1935  and  1937  in  evidence,  did  you 
know  that  Mr.  Taylor  was  giving  one  financial 
statement  to  the  banks  and  a  different  statement  to 
you  covering  the  same  period  of  time  ? 

A.     No,  I  didn't. 

Mr.  LeSourd:  Our  objection  stands  to  this  ques- 
tion, also. 

The  Court:  Yes,  it  is  understood.  Your  answer 
was?  [4851] 

The  Witness:     I  didn't  know. 

Q.  (By  Mr.  Griffin):  Did  Mr.  Taylor  attend 
with  you  several  meetings  with  the  bankers,  Peoples 
Bank,  in  connection  with  the  application  for  the 
loan  and  a  loan  eventually  made,  a  building  fund 
of  the  Alpine  Ice  Cream  Company.'' 

Mr.  Moriarty:  Objected  to  as  not  proper  rebuttal. 

The  Court :    This  relates  to  the 

Mr.  Griffin:  (Interposing)  Testimony  of  Mr. 
Taylor  that  he  only  attended  one  meeting. 

The  Court:     Objection  overruled. 

A.  Yes,  I  attended  several  meetings  with  Mr. 
Taylor  with  officers  of  the  Peoples  Bank. 

Mr.  LeSourd:  I  will  object  to  the  statement  he 
attended  only  one  meeting.  That  is  contrary  to  his 
testimony.  He  attended  one  meeting  on  a  two  i:\ui- 
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dred  thousand  dollar  loan,  and  other  meetings  on 

other  loans  on  other  amounts. 

The  Court:  The  statements  of  counsel  again,  as 
to  what  the  evidence  is,  are  not  to  be  considered  by 
the  Jury  as  being  evidence. 

They  must   rely  upon  their  own  recollection. 

Now,  the  statement  was  made  and  the  answer  in 
response  and  an  objection  made.  It  might  be  well 
to   [4852]   restate  the  question  now,  Mr.  Griffin. 

Mr.  Griffin:    Thank  you. 

Q.  (By  Mr.  Griffin):  Did  Mr.  Taylor  attend 
several  meetings  with  the  various  officials  of  the 
Peoples  Bank  in  connection  with  the  proposed  loan 
referred  to  here  as  the  building  loan  for  the  Alpine 
Ice  Cream  Company? 

Mr.  Moriarty:  Objected  to  as  repetitious  and 
not  proper  rebuttal. 

The  Court:    All  right,  why? 

Mr.  Moriarty:  For  the  simple  reason  that  this 
party  has  testified  to  everything  that  Mr.  Taylor 
did  on  direct,  and  Mr.  Taylor  has  testified  what  he 
did  on  direct,  and  the  number  of  times  that  Mr. 
Taylor  was  present  at  meetings,  and  this  is  an  at- 
tempt to  revise  what  Mr.  Taylor  said  in  opposition 
to  Mr.  Forster.  The  Jury  is  to  weigh  that,  if  your 
Honor  please.  Said  twice  doesn't  add  to  it. 

The  Court:  Many  things  have  been  said  many 
more  times  than  that.  Members  of  the  Jury:  of 
course,  the  testimony  is  for  your  consideration,  and 
the  repetition  of  a — there  may  be  some  repetition. 
It    may    be    because    the    Court    doesn't    recollect 
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whether  or  not  it  has  been  received,  and   I  am  not 

trying  to  permit  repetitious  testimony.  [4853] 

However,  in  this  case,  Mr.  Taylor  testified  as  to 
mailers  which  were  admitted  as  to  credibility  of  the 
defense,  and  also  the  testimony  of  Mr.  Forster.  As 
part  of  that  testimony,  one  of  the  issues  in  vol-  ed 
was  meetings,  and  the  Court  believes  it  is  per- 
missible in  this  type  of  rebuttal  to  meet  that,  and 
to  confine  the  issue  as  we  are  seeking  to.  You  may 
proceed. 

Q.  (By  Mr.  Griffin  continuing) :  Do  you  have  the 
question?  A.     Yes;  he  did. 

Q.  When  did  you  first  learn  that  the  books  and 
records  in  the  possession  of  Mr.  Taylor  over  these 
years  had  been  by  Mr.  Taylor  left  at  the  Issaquah 
Creamery? 

A.     After  he  delivered  them  to  Issaquah. 

Q.  Do  you  recall  whether  that  was  before  or 
after  your  last  visit  or  trip  with  Mr.  Taylor  and 
Mr.  Erickson  to  Finstad  and  Utgard  \ 

A.  It  was  after  we  made  the  trip  to  Conway 
and  before  Mr.  Taylor  left  for  MeXeil  Island 

Q.  When  did  you  first  learn  that  changes  in  ac- 
counts payable,  milk  drafts,  and  the  inventory  had 
been  made  in  the  books — the  journals — of  Mr. 
Erickson  ? 

Mr.  Moriarty:  Objected  to  as  not  proper  rebut- 
tal. If  that  hasn't  been  testified  to  ten  times  on 
direct,  I  miss  my  guess.   [4854] 

Mr.  Griffin:     You  miss  it  on  this  witni 

Mr.  Moriarty:    Then  it  is  nine  time 
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The  Court:  Well,  again  the  Court  has  to  con- 
sider this  in  connection  with  the  testimony  that  was 
not  in  issue  at  all  at  the  time  Mr.  Forster  first  took 
the  stand.  Objection  overruled. 

A.  The  first  tune  I  learned  about  it  is  when  after 
the  investigation  started,  and  Mr.  Gorans,  or  this 
accounting  firm,  checked  over  the  books  at  Issaquah 
and  that  night,  Mr.  Erickson  came  up  to  the  house, 
and  that  is  the  first  time  he  told  me  about  the 
changes  he  made,  and  he  said 

Q.  (By  Mr.  Griffin  interposing)  :  Just  a  moment. 
And  is  that  the  first  time  you  knew  about  it? 

A.     That  is  right,  yes. 

Q.  With  reference  to  Exhibit  181,  which  is  a 
Klopf  enstein  check,  dated  August,  1947,  at  the  time 
that  check  was  issued,  where  were  you? 

A.     I  was  in  Switzerland,  visiting  my  parents. 

Mr.  Moriarty:    There  has  been  no  issue  on  that. 

The  Court:  I  am  inclined  to  sustain  that  objec- 
tion. 

Mr.  Moriarty:  And  I  move  the  answer  be  stricken. 
It  is  an  attempt  to  re-emphasize  testimony.  Mr. 
[4855]   Erickson  testified  he  was  in  Switzerland. 

The  Court:  I  am  inclined  to  sustain  the  ob- 
jection. 

Mr.  Moriarty:  It  is  just  an  attempt  to  get  a  story 
before  the  Jury. 

Mr.  Griffin:  I  may  say,  if  it  please  the  Court, 
that  I  think  this  will  be  the  shortest  rebuttal  that 
one   could   have   in   a   three   months'   case,   and   it 
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would  be  over  now,  excepl   for  those  kind  of  state- 
ments. 

Mr.  Moriarty:  A1  the  same  time,  we  should  fol- 
low the 

Mr.  Griffin:  (Interposing)  The  question  was 
asked,  duo  to  the  question  of  Mr.  Maxwell,  with 
whom,  I  understand,  Mr.  Moriarty  is  associated. 

Mr.  Moriarty:    That  is  correct. 

Mr.  Griffin:  (Continuing)  Scaled  had;  in  his 
chair,  "As  a  matter  of  fact,  didn't  Mr.  Forster  in- 
struct you  to  enter  this  invoice  in  the  booksf" 

Mr.  Erickson  has  testified  lie  thinks  at  that  time 
Mr.  Forster  was  in  Switzerland.  I  established  by  this 
witness,  if  I  may,  that  at  that  time  he  was  in 
Switzerland,  and  it  would  have  been  a  long  con- 
versation overseas. 

Mr.  Moriarty:  If  you  asked  that  question,  if  he 
gave  the  instructions,  I  think  it  might  be  stretched 
[4856]  to  proper  rebuttal.  Whether  he  was  in  Swit- 
zerland or  not,  is  beside  the  point. 

Mr.  Griffin:    I  wait  the  Court's  ruling. 

The  Court:  The  question  has  been  answered, 
and  the  Jury  has  heard  argument  of  counsel. 

You  may  proceed. 

Q.     (By   Mr.    Griffin):     Mr.    Forster,   at    these 
'  lunches  at  your  home  in  Issaquah  on  these  Satur- 
days when  Mr.  Taylor  was  out  there  over  the  years, 
did  you  discuss  business  with  Mr.  Taylor  '. 

Mr.  LeSourd:    Objected  to  as  improper  rebuttal. 

Mr.  Moriarty:    Same  objection. 

The  Court:    Objection  sustained. 
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Mr.  Griffin:  May  I  inquire  why,  if  the  Court 
please  ? 

The  Court:    Is  it  preliminary?  It  might  be. 

Mr.  Griffin:  No,  it  is  not.  It  is  my  last  question. 
Mr.  Taylor  testified  that  they  never  discussed  busi- 
ness at  lunch. 

The  Court:  I  think  I  recall  Mr.  Forster  testify- 
ing, however,  as  to  their  meetings  at  lunch. 

Mr.  Griffin:    He  did,  but 

The  Court:  (Interposing)  And  I  think  to  per- 
mit, the  issue  having  been  gone  into,  it  is  not  a 
[4857]  subject  for  rebuttal  at  this  time. 

Mr.  Moriarty:  It  is  not  material,  anyway, 
whether  they  discussed  business  at  lunch. 

The  Court:     The  Court  has  ruled. 

Mr.  Griffin:    I  accept  the  Court's  ruling. 

That  is  all. 

Cross  Examination 

Q.    (By  Mr.  Moriarty)  :    Mr.  FOSter 

Mr.  Griffin:  (Interposing)  The  name  is  Mr. 
FORSter. 

Q.    (By  Mr.  Moriarty  continuing)  :    did  you 

at  any  time  during  your  entire  business  connection 
with  these  various  business  enterprises  ever  look 
at  an  inventory? 

A.     Do  you  mean  at  the  amount? 

Q.     At  an  inventory? 

A.  Well,  I  knew  what — I  seen  some  of  the  in- 
ventory in  the  warehouses.  I  never  counted  it.  I 
never  helped  make  up  the  inventory,  if  that  is  what 
you  mean,  sir. 
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Q.  After  it  was  made  up,  did  you  ever  inspect 
it  at  any  time  %  A.     No. 

Q.  Was  that  because  you  had  the  inventory  in 
your  [4858]  head  and  didn't  need  1.,  look  at  the 
featement?  A.    No,  I  didn't. 

Q.  Did  you  at  any  time  look  at  a  hank  statemenl 
that  you  signed  I 

Mr.  Griffin:     Objected  to  as  not 

Mr.  Moriarty:  (Interposing)  During  the  period 
that  you  have 

Mr.  Griffin:  (Continuing)  Objected  t<>  as  nol 
j  recross;  gone  into  with  the  witness  and  his  signa- 
tures on  cross-examination  as  to  each  statement. 

Mr.  Moriarty:    This  is  proper  cross-examination. 

The  Court:    Objection  overruled. 

Q.  (By  Mr.  Moriarty  continuing) :  Answer  the 
question,  please. 

A.     What  do  you  mean  by  "bank  statement"? 

Q.  The  bank  statement  that  you  answered  the 
question  by  Mr.  Griffin  on. 

A.     You  mean  my  financial  statements  '. 

Q.     Your  financial  statements,  yes. 

A.  The  only  time  I  looked  at  it  after  Mr.  Tay- 
lor and  myself  gave  it  to  the  bank  and  they  asked 
me  questions  about  it.  That  is  when  I  looked  at  it. 
I  didn't  look  at  it  before.  I  didn't  see  it  until  Mr. 
Taylor  took  me  to  the  bank  and  the  bank  called  me 
in  [4859]  and  we  go  over  it.  and  if  there  was  some- 
thing they  didn't  understand  and  if  they  couldn't 
figure  it  out  for  me,  what  the  amount  was,  or  what 
the  deal  was,  I  called  Mr.  Tavlor  in. 
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Q.  You  were  never  there  alone  with  the  bank 
statement  without  the  assistance  and  help  of  Mr. 
Taylor,  was  that  your  answer? 

Mr.  Griffin:  I  submit  that  was  not  the  answer. 
I  object  to  the  form  of  the  question. 

The  Court:     Objection  overruled. 

Mr.  Moriarty :    His  answer  was 

The  Court:  (Interposing)  I  overruled  the  ob- 
jection. 

Q.  (By  Mr.  Moriarty  continuing)  You  may  an- 
swer the  question. 

A.  I  think  we  probably  discussed  some  of  the 
financial  statements  in  the  bank  without  Mr.  Taylor 
being  there,  yes. 

Q.  Did  you  ever  look  at  the  totals  of  each  bank 
statement  that  was  furnished  to  the  bank? 

A.  I  think  I  probably  have  looked  at  the  net 
worth.  I  don't  think  I  ever  added  any  of  them  up. 

Mr.  Moriarty:     That  is  all. 

Cross  Examination 

Q.  (By  Mr.  LeSourd) :  Mr.  Forster,  in  connec- 
tion with  the  1949  Issaquah  return  which  you  pre- 
viously testified  you  objected  to  the  profit  figures 
shown  by  Mr.  Taylor,  is  it  your  testimony  you 
signed  the  income  tax  return  for  that  year  without 
even  inquiring  as  to  whether  any  changes  or  mis- 
takes— changes  had  been  made  or  mistakes  found? 

Mr.  Griffin:  I  object  to  that  as  not  recross.  Prac- 
tically the  specific  question  was  asked  on  cross-ex- 
amination in  regard  to  that. 
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Mr.  LeSourd:  Your  Honor,  he  testified  a  few 
minutes  ago  that  he  signed  this  return  for  this 
year  without  any  further  conversation.  I  believe  I 
am  entitled  to  ask  this  question. 

The  Court:  The  question  was,  did  he  show  any 
work  sheets  or  changes  relative  to  the  change  in 
the  accounts  payable? 

Mr.  LeSourd:  Well,  also,  whether  he  had  any 
discussions  at  the  time,  your  Honor. 

The  Court:  I  think  he  said  he  never  discussed 
it  at  all. 

Mr.  LeSourd:  And  that  is  what  my  question  is 
directed  to. 

The  Court :  Do  you  wish  to  restate  the  question  ? 
I  think  we  may  have  lost  it.  [4861] 

Mr.  LeSourd:    May  it  be  read? 

The  Court:  All  right.  Mr.  Reporter,  read  the 
question. 

(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

A.     That  is  right. 

Mr.  LeSourd :    That  is  all. 

Mr.  Keesling:     No  questions. 

The  Court:    That  is  all,  Mr.  Forster. 

(Witness  excused.) 

Mr.  Brody:     Mr.  Strack?  [4862] 
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upon  being  recalled  as  a  witness  for  and  on  behalf 
of  the  Defendant  Forster,  and  having  been  previ- 
ously duly  sworn,  testified  as  follows: 

Direct  Examination 

Q.  (By  Mr.  Brody) :  Mr.  Strack,  as  a  bank 
officer,  will  you  accept  and  rely  on  a  financial  state- 
ment submitted  by  a  borrower  if  you  knew  that  the 
borrower  had  outstanding  for  the  same  date  a  dif- 
ferent statement? 

Mr.  LeSourd:    Objected  to. 

Mr  Moriarty:  Objected  to  as  not  proper  rebut- 
tal, and  hypothetical. 

The  Court:    Objection  sustained. 

Mr.  Brody:  Your  Honor,  on  Mr.  Taylor's  re- 
direct examination,  he  expressed  his  views  at  length 
as  to  the  purpose  of  financial  statements  and  if  re- 
buttal is  not  permitted  as  to  those  views,  he  becomes 
the  final  authority  on  that. 

We  want  to  ask  the  banker 

The  Court:  (Interposing)  What  are  you  relat- 
ing this  to? 

Mr.  Brody:  I  am  relating  it,  your  Honor,  espe- 
cially to  the  statement  of  February  28,  1948,  con- 
cerning which  there  was  testimony  that  $100,000 
[4863]  had  been  removed  from  accounts  receivable 
into  cash,  and  that  that  matter  had  been  made  clear, 
and  that  it  was  for  the  benefit  of  the  bank  and  con- 
venience of  the  bank  examiners. 

The  Court :  You  are  now  asking  for  expert  testi- 
mony, aren't  you? 


United  Slates  of  Ann  rirn  2399 

(Testimony  of  Phillip  A.  S track.) 
Mr.  Moriarty:    What  they  are  doing,  in  effect, 

is  elevating  Mr.  Taylor  to  a  banker,  and  opposing 
him  with  hypothetical  questions. 

Mr.   Brody:     Mr.   Taylor   test i Bed    with    res] 
to  the  statements  in  the  '30s  that  different   state- 
ments had  different  purposes;  that  credit    pnr; 
statements  were  different  from    income  tax   state- 
ments. 

The  Court:    I  will  sustain  the  objection. 

Q.  (By  Mr.  Brody)  :  Mr.  Strack,  did  Mr.  Taylor 
ever  disclose  to  you  that  the  statements  which  he 
submitted  in  any  respect  differed  either  from  the 
books  of  the  company  involved,  or  any  other  out- 
standing statements? 

Mr.  Moriarty:  Objected  to  as  not  proper  re- 
buttal. 

The  Court:    Objection  overruled. 

Mr.  Moriarty:    It  can  be  "yes"  or  "no". 

Mr.  LeSourd:  Just  a  moment.  I  will  object,  your 
Honor,  as  assuming  something  not  in  evidence.  The 
[4864]  testimony  is  that  the  statements  were  taken 
from  the  books. 

The  Court:  The  Court  will  overrule  the  objec- 
tion. 

Mr.  Brody:  May  the  question  be  read,  your 
Honor  ? 

The  Court:    Mr.  Reporter,  read  the  question. 

(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

A.     No,  he  did  not. 

Q.    (By  Mr.  Brody):    Now,  Mr.  Strack,  will  3 
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state,  on  a  financial  statement,  what  is  meant  by 

"cash"? 

Mr.  Moriarty:  Objected  to  as  not  proper  re- 
buttal. 

Mr.  Brody:  Your  Honor,  this  goes  again  to  the 
statement  of  the  cash  on  hand,  and  accounts  receiv- 
able. I  simply  wish  to  ask  this  witness  whether 
accounts  receivable  and  cash  may  be  interchanged. 

Mr.  Moriarty:  You  can't,  on  cross  examination, 
bring  out  answers  that  you  wish,  and  then  present 
rebuttal  witnesses. 

The  Court:    Objection  sustained. 

Mr.  Brody:  I  believe  that  this  matter  was  gone 
into  on  redirect,  your  Honor.  [4865] 

Mr.  LeSourd:  Well,  it  was  opened  on  cross- 
examination. 

The  Court:  There  is  some  restriction.  We  can- 
not open  this  up  to  further  rebuttal.  I  feel  it  may 
open  up  further  testimony  and  I  don't  propose  to 
do  that  unless  it  is  absolutely  necessary. 

Q.  (By  Mr.  Brody) :  Mr.  Strack,  did  you  attend 
with  Mr.  Taylor  more  than  one  conference  on  the 
subject  of  a  construction  loan  for  the  Alpine  Ice 
Cream  Company?  A.     Yes,  I  did. 

Mr.  Brody:    No  further  questions. 

Mr.  Moriarty:    No  cross-examination. 

Mr.  LeSourd:    No  cross-examination. 

Mr.  Keesling:    No  cross-examination. 

The  Court :    That  is  all,  Mr.  Strack. 
(Witness  excused.) 

Mr.  Brody:    Mr.  Donaldson.  [4866] 
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FRANK  B.  DONALDSON 

upon  being  recalled  as  a  witness  Cor  and  on  behalf 
of  the  Defendant  Forster,  and  having  been  previ- 
ously duly  sworn,  testified  as  follows: 

Direct  Examination 

Q.  (By  Mr.  Brody) :  Mr.  Donaldson,  did  Ilicks 
Taylor  ever  disclose  to  yon  that  there  was  any 
difference  between  any  financial  statement  which  lie 
submitted  to  the  Peoples  National  Bank  and  the 
books  and  records  of  the  company  involved,  or  any 
other  outstanding  statement? 

Mr.  LeSourd:  Same  objection,  your  Honor,  im- 
proper rebuttal.    Assuming  facts  not  shown. 

The  Court:  The  objection  may  show.  Objection 
overruled.  A.     No,  he  did  not. 

Q.  (By  Mr.  Brody):  And  did  Hicks  Taylor 
attend  with  yon  more  than  one  meeting  at  the  Peo- 
ples National  Bank  concerning  a  construction  loan 
for  the  Alpine  Tee  Cream  Company? 

A.  I  was  present  at  several  discussions  on  that 
building  account,  yes. 

Q.     And  at  which  Mr.  Taylor  was  present  ? 

A.     Mr.  Taylor,  Mr.  Forster  and  Mr.  Strack. 

Mr.  Brody:    123,  please. 

(Whereupon,  Exhibit  was  handed  to  Mr. 
Brody  by  the  Clerk.") 

Q.  (By  Mr.  Brody) :  Mr.  Donaldson,  T  will 
show  yon  Plaintiff's  Exhibit  123.  a  financial  state- 
ment of  Hans  Forster  dated  February  29,  1948,  in 
which  the  entry  for  cash  on  hand  and  in  banks  is 
listed  as  $29.3,S4R/n.    Will  von  state,  as  a  banker. 
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what  the  significance  is  to  you  of  the  entry  "casfl 

on  hand  and  in  the  banks"? 

Mr.  Moriarty:    Just  a  moment. 

Mr.  LeSourd:     Objected  to. 

Mr.  Moriarty:     Objected   to   as   not  proper   re- 
buttal. 

The  Court:     Objection  sustained. 

Mr.  Brody:     Once  more  I  would  like  to  bring  to 
the  Court's  attention 

The  Court:     (Interposing)  You  may  make  your 
record. 

Mr.  Brody :    Yes.   That  Mr.  Taylor  stated 

Mr.  Moriarty:     (Interposing)  Just  a  moment,  if 
your  Honor  please. 

The  Court:     State  the  nature  of  the  offer  to  the 
record. 

Mr.  Brody:  The  nature  is  that  this  was  [4868] 
gone  into  on  redirect  on  the  testimony  of  Mr.  Tay- 
lor and  the  significance  of  cash  was  explained  and 
an  opinion  given  as  to  the  nature  of  cash  on  that 
sheet- 
Mr.  Moriarty:     Same  objection. 

The  Court:     Objection  overruled.    I  mean,  sus- 
tained. 

Mr.  Brody:    No  further  questions. 

Cross  Examination 
Q.     (By  Mr.  Moriarty)  :     You  are  the  same  Mr. 
Donaldson  that  appeared  before? 
A.    Yes,  sir. 
Mr.  Moriarty:     No  further  questions. 
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Mr.  LeSourd:     I  have  no  question-. 

Mr.  Keesling:    No  questions. 

The  Court:    That  is  all,  Mr.  Donaldson. 

(Witness  excused.) 
Mr.  Brody:    Mr.  Ellis.  [4869] 

QUENTIN  ELLIS 
upon  being  called  as  a  witness  for  and  on  behalf  of 
the  Defendant  Forster,  and  upon  being  first  duly 
sworn,  testified  as  follows: 

Direct  Examination 

The  Clerk:  I  want  your  full  name,  and  the  spell- 
ing of  your  name,  please. 

The  Witness:  Quentin  Ellis,  Q-u-e-n-t-i-n  E-1-l-i-s 
(spelling). 

Q.  (By  Mr.  Brody) :  Will  you  state  your  name, 
Mr.  Ellis?  A.     Quentin  Ellis. 

Q.     And  what  is  your  address? 

A.     Home  address? 

Q.     Yes. 

A.     617  Whitworth  Lane,  Renton,  Washington. 

Q.     And  where  are  you  employed? 

A.     Peoples  National  Bank. 

Q.     In  what  capacity? 

A.  I  am  assistant  vice-president  and  manager  of 
the  credit  department  at  the  main  office. 

Q.  Now,  did  you  have  occasion  in  the  year  1948 
to  discuss  with  Mr.  L.  Hicks  Taylor,  a  financial 
statement  of  Hans  Forster  I 

Mr.  LeSourd:     Objected  to  as [4870] 
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Mr.  Moriarty:  (Interposing)  Objected  to  as  not 
proper  rebuttal. 

Mr.  LeSourd:  This  is  a  matter  they  opened  up 
in  cross-examination  of  Mr.  Taylor. 

They  are  bound  by  that,  because  it  is  not  proper 
rebuttal  to  put  on  any  further  testimony. 

Mr.  Moriarty:  And  certainly  this  is  no  proper 
rebuttal  of  the  Government's  case,  no  matter  what 
the  quarrel  is  between  the  defendants. 

The  Court:  I  will  concede  that,  Members  of  the 
Jury,  and  I  will  advise  the  Jury  it  is  not  rebuttal 
of  the  Government's  case. 

Mr.  LeSourd:  They  are  not  entitled  to  do  it 
by  rebuttal,  your  Honor. 

The  Court :  Directly  not  rebuttal  of  the  Govern- 
ment's case.   Now, 

Mr.  Moriarty:  (Interposing)  We  are  trying  to 
keep  the  record  clear,  if  your  Honor  please. 

The  Court:    I  am,  too,  Mr.  Moriarty. 

Mr.  Moriarty:     Thank  you. 

The  Court:    Now,  you  may  proceed. 

Q.  (By  Mr.  Brody  continuing) :  Did  you  have 
occasion,  Mr.  Don  aid  son,  in  the  year  1948,  to  dis- 
cuss with  Mr.  L.  Hicks  Taylor  a  financial  statement 
of  Mr.  Hans  Forster?  [4871]  A.     Yes,  I  did. 

Mr.  LeSourd:    Objected  to  as  improper  rebuttal. 

The  Court:     Objection  overruled. 

Q.  (By  Mr.  Brody)  :  And  do  you  recall  when 
that  discussion  took  place? 

Mr.  LeSourd :    Same  objection. 
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Mr.  Moriarty:  Same  objection  on  tin1  pari  uf 
the  Government. 

The  Court:     There  may  bo  a  eontinui 
tion  to  this  witness,  if  you  wish. 

Mr.  Moriarty:    We  don't  know  whal  he  will  ' 
tify  to  and  bis  name  wasn't  mentioned  excepl   in 
cross-examination,  and  Mr.  Taylor  didn't  name  Mr. 
Ellis,  but  was  asked  if  he  knew 

Mr.  Cox:    (Interposing)  That  is  correct. 

Mr.  Moriarty:  If  I  could  ask  if  he  knew  Mr. 
Ellis  and  then  bring  the  man  in,  it  would  be  a  new 
rule  of  evidence. 

Mr.  Griffin:  I  don't  think  that  is  a  proper  state- 
ment, so  far  as  the  Court  is  concerned,  and  we  art1 
not  making  new  rules  of  evidence. 

Mr.  Moriarty:  I  didn't  mean  to  make1  any  state- 
ment disrespectful  to  the  Court:  I  do  say  that  yon 
yourself  asked  the  question  if  it  was  Mr.  Ellis  and 
Mr.  [4872]  Taylor  said  he  didn't  know  or  recall  it 
was  Mr.  Ellis.  Now,  calling  Mr.  Ellis  to  rebut  Mr. 
\  Taylor's  testimony  is  completely  out  of  order. 

Mr.  Griffin:  May  I  address  the  Court,  Mr.  Mo- 
riarty? 

Mr.  Moriarty:    You  may,  Mr.  Griffin. 

Mr.  Griffin:    On  Mr.  Taylor's  testimony  on  <    i 
ference  with  the  credit  officer  at  the  Bank.  T  tied 
I  him  to  one  man.    He  didn't   know  bis   name   was 
Ellis.   Then  I  placed  impeaching  questions,  ground 
j  for  impeaching,  on  A-2. 

Mr.  Cox:     It  is  not  in  evidence. 

Mr.   LeSourd:     If   your   Honor   please,    on 
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questions  outside  of  the  issue,  Counsel  is  bound  by 
the  answer  and  we  object.  It  is  improper  rebuttal, 
and  ask  to  have  a  continuing  objection  to  questions 
on  this  line. 

The  Court:  I  am  going  to  excuse  the  Jury  and 
have  you  make  an  offer  of  proof,  and  the  Court 
will  consider  it.  Ladies  and  Gentlemen  of  the  Jury: 

We  will  now  take  a  short  recess.  It  will  prob- 
ably be  the  regular  recess  for  the  afternoon  session. 
The  Court  calls  your  attention  to  the  admonition 
given  you  on  similar  occasions,  and  you  may  heed 
it  on  this  occasion,  if  you  will.  [4873] 

(Whereupon,  the  Jury  retired  from  the 
courtroom.) 

The  Court:  It  is  stipulated  the  Jury  have  left 
the  courtroom? 

I  will  ask  Counsel  to  be  a  little  cautious  in  com- 
ments, and  you  may  proceed. 

Mr.  Brody:  The  offer  of  proof  will  be,  in  sub- 
stance, that  Mr.  Ellis  phoned  Mr.  Taylor  May  5, 
1948,  and  discussed  with  him  the  financial  state- 
ment dated  February  29,  1948,  which  had  been  sub- 
mitted to  the  bank;  that  this  was  not  a  secret  con- 
ference in  any  manner;  that  the  specific  items  in 
the  statement  were  discussed,  and  among  them  was 
the  item  of  cash  on  hand,  and  in  bank  of  $293,- 
848.11;  that  Taylor  stated  to  the  witness  that  of 
the  cash  on  hand  and  in  the  banks  a  part  of  it  was 
Hans's  personal  cash,  and  the  remainder  belongs 
to  the  Alpine  Dairy  operation. 
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The  Court:  Now,  do  you  happen  to  have  a  tran- 
script there,  the  testimony  of  Mr.  Taylor? 

Mr.  Brody:  Yes,  here  is  the  testimony  of  Mr. 
Taylor,  which  your  Honor  may  wish  to  examine, 
and  Mr.  Griffin  specifically  examined  for  purp 
of  impeachment  as  to  whether  or  no1  the  conversa- 
tion was  had,  and  whether  or  qoI  the  statement  as 
to  the  amount  of  cash  on  hand  was  made.  The  direct 
questions  are  this : 

"Question:  I  will  ask  you  on  May  5,  1948,  at 
the  [4874]  Peoples  National  Bank  in  your  explana- 
tion of  the  assets  shown  on  the  statement  of  Febru- 
ary 28,  1948,  you  did  not  state  to  Mr.  Ellis  in  sub- 
stance and  effect  that  the  cash  on  hand  and  in 
banks  of  $293,000— of  $293,848.11— was  not  part 
Alpine  Dairy  operation,  and  the  remainder  personal 
cash  of  Hans  Forster?" 

The  answer:  "No,  I  have  no  recollection  of  it.,? 

"Question:  Would  you  say  that  you  did  not  so 
state  on  that  occasion,  on  that  date,  the  substance 
of  that  question  and  answer  to  Mr.  Ellis  ! 

"Answer:    I  would  say  that  I  did  not  say  that." 

Mr.  Griffin:  May  I  suggest  the  background  of 
that  was  the  witness's  testimony  that  he  had  been 
called  secretly  to  a  conference  at  Peoples  National 
Bank  to  discuss  with  the  credit  manager  this  par- 
ticular financial  statement  with  which  we  are  deal- 
ing, upon  which  I  laid  my  foundation  for  impeach- 
ment ? 

The  Court:  All  right.  Now,  what  are  the  objec- 
tions?  Mr.  Moriarty? 
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Mr.  Moriarty:  In  the  first  place,  our  objection 
is  that  it  is  not  proper  rebuttal  to  the  Government's 
case,  and,  secondly,  it  is  my  recollection  [4875]  of 
the  evidence  that  Mr.  Taylor  did  refer  to  a  secret 
call  to  the  bank.  He  didn't  recall  the  party  or  name 
him,  and  then  further,  in  cross-examination,  these 
questions  were  propounded — about  his  secret  call 
to  the  bank,  the  substance  of  it,  and  the  cross- 
examination  was  about  why  it  was  secret,  and  along 
that  line,  as  if  there  was  some  reason  for  the  se- 
crecy. 

Now,  if  I  can  propound  an  impeaching  question 
and  then  call  a  man  who  happens  to  be  in  the  bank 
to  answer  the  impeaching  question,  I  don't  see  how 
that  can  be  rebuttal  to  an  issue. 

Mr.  Brody:  Your  Honor,  as  to  the  first  point 
Mr.  Moriarty  raised 

The  Court:  (Interposing)  I  will  hear  Mr.  Le- 
Sourd's  objection. 

Mr.  LeSourd:  Your  Honor,  in  the  first  place, 
this  is  a  subject  not  touched  upon  in  the  direct 
examination  of  Mr.  Taylor.  Your  Honor  saw  fit  in 
this  case  to  permit  the  cross-examination  of  Mr. 
Griffin  of  Mr.  Taylor  to  go  beyond  the  scope  of  the 
direct  examination.  There  are  certain  Circuits  in 
the  Country  that  permit  that  under  certain  circum- 
stances. The  Ninth  Circuit  is  not  one.  But,  those 
Circuits  that  do  permit  that  for  purposes  only  of 
testing  credibility  also  provide  where  they  do  per- 
mit it.  that  the  answer  that  is  given,  where  you  go 
bevond  thp  scor»o  of  direct  T48761  is  binding  on  the 
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eross-examination,  and   he  cannol    pul  on   rebuttal 

evidence  to  contradict  it. 

That  is  the  l)asis  of  our  objection. 

Mr.  Brody:  Your  Honor,  Mr.  Moriarty's  oral 
objection  is  that  it  does  not  go  to  the  Government's 
ease.  Of  course,  rebuttal  at  this  time  is  matters 
raised  in  the  ease  of  the  oilier  two  defendants,  and 
not  of  the  Government's  ease.  Those  matters  were 
raised  on  our  defense.  As  to  whether  or  not  Mr. 
Ellis  is  definitely  not  named  on  the  tune  or  place 
stated,  I  think  they  were  quite  clearly  stated  in  the 
question.  The  question  includes  the  elements  and 
Mr.  Taylor  responded  to  it. 

The  Court:  The  objection,  of  course,  that  Mr. 
LeSourd  raises  is  that  the  matter  was  brought  out 
on  cross-examination  and  made  the  basis  of  im- 
peachment on  a  matter  not  covered.  That  is  your 
objection,  Mr.  LeSourd? 

Mr.  LeSourd:     That  is  right. 

The  Court:  And  that  is  the  issue.  Now,  T  might 
state,  as  I  have  indicated  before,  that  much  of  the 
cross-examination  of  Mr.  Taylor  was  extended,  you 
might  say,  or  permitted  from  my  point  of  Mew  on 
the  ground  of  the  challenge  made  to  the  defense 
of  Mr.  Forster,  much  of  which  was  involved  in  the 
attack  he  has  made  on  [4877]  the  transactions  sub- 
sequent to  the  Indictment. 

Now,  that  was  the  basis  of  the  extended — the 
Court's  permission  of  extended  eross-examination, 
not  on  the  issues  as  raised  by  the  Government's 
case. 


2410  Hans  Forster  vs. 

(Testimony  of  Quentin  Ellis.) 

Mr.  Moriarty:  In  any  event,  it  is  not  proper 
rebuttal. 

The  Court:  I  am  inclined  to  think  it  is  beyond 
the  scope  of  proper  rebuttal. 

Mr.  Griffin:  May  I  suggest  the  financial  state- 
ments referred  to  were  placed  in  evidence  by  the 
Government  1  Mr.  Taylor  testified,  if  I  am  not  mis- 
taken, with  reference  to  the  preparation  of  the 
financial  statements,  and  the  conferences  in  regard 
thereto.  We  went  into  the  matter  on  cross-examina- 
tion and  specifically  upon  his  volunteered  statement, 
I  remember  it  so  well,  that  he  was  called  to  this 
secret  meeting. 

The  Court:    I  recall  that  testimony. 

Mr.  Griffin:  Then,  upon  that  basis,  I  laid  the 
foundation  specifically,  and  so  stated  at  the  time, 
of  the  impeachment  upon  that  testimony  which,  of 
course,  goes  to  his  credibility. 

The  Court:  Yes.  Now,  it  grew  out  of,  as  I 
recall  the  testimony,  on  the  cross-examination,  of 
the  response  of  Mr.  Taylor  relative  to  a  secret 
meeting,  and  then,  without  his  knowing  who  the 
person  was,  subsequently  [4878]  in  a  later  point  on 
cross-examination,  you  brought  in  then  the  specific 
meeting,  and  asked  if  that  wasn't  the  meeting,  and 
the  details  were  gone  into. 

Mr.  Griffin:    Right. 

The  Court :  And  I  believe  it  is  improper  and  the 
Court  will  sustain  the  objection. 

Mr.  Brody:     I  think  there  is  one  other  ground 
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on  which  it  may  be  admissible,  your  Eonor,  and 

that  is  this: 

That  one  of  Mr.  Taylor's  defenses  Lb  thai  he  knew 
only  those  matters  which  were  contained  in  the 
books  of  Alpine  Dairy,  Issaquah  Creamery,  and  Che 

other  business  enterprises. 

It  is  really  the  main  heart  of  his  defense  thai  he 
didn't  know  about  Hans  Forster's  purely  personal 
affairs,  and  personal  cash  and  personal  securities, 
and  the  holdings,  and  personal  bank  accounts. 

Here  we  have  a  statement  where  he  states  to  ;i 
witness  that  of  certain  assets  listed  on  a  financial 
statement 

The  Court:  (Interposino-)  Maybe  the  Govern- 
ment  might  use  this  witness  for  that  purpose,  but 
T  don't  know  that  you  can. 

Mr.  Moriarty:  I  was  going  to  point  out  that  this 
was  impeaching  the  co-defendant's  knowledge,  and 
the  [4879]  Government  elaims  both  had  knowledge 
at  all  times  and  both  were  thoroughly  familiar 
with  it. 

Mr.  "Brody:  It  is  vital  to  our  case  that  the  De- 
fendant Taylor  had  that  knowledge,  and  acted  on 
the  basis  of  that  knowledge,  or  failed  to  act  on  it. 

Mr.  Moriarty:  Whether  they  had  it  or  not,  we 
only  contend  that  they  failed  to  disclose  it  on  their 
income  tax  returns. 

The  Court:  Tt  eame  in  on  an  item  of  cross-exami- 
nation. 

Mr.  Griffin:  The  Court  will  remember  this  as 
well,  and  nerhaps  take  judicial   notice:  T  had  to 
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cross-examine  Mr.  Taylor  on  behalf  of  the  Govern- 
ment because  the  Government  didn't  do  it. 

Mr.  Cox :    That  is  your  version. 

Mr.  Griffin:    That  is  right. 

The  Court:  I  will  not  make  a  comment  on  that. 
The  Court  will  adhere  to  the  ruling  made  and  we 
will  now  take  a  recess. 

Have  you  completed  your  offer  of  proof  ? 

Mr.  Griffin:    Is  it  completed? 

Mr.  Brody:    I  think  so. 

Mr.  Griffin:  That  would  be  the  offer  of  proof, 
to  which  the  witness  on  the  stand  would  answer  in 
the  affirmative.  [4880] 

Mr.  Brody:    That  is  correct. 

The  Court:  Does  that  complete  this  witness's 
testimony  ? 

Mr.  Brody:  That  completes  this  witness's  testi- 
mony. 

The  Court:  And  I  take  it,  there  is  no  cross-ex- 
amination. 

Mr.  Griffin:  I  wouldn't  be  surprised  if  the  Gov- 
ernment cross-examines. 

The  Court:     I  think  Mr.  Ellis  may  be  excused 

then. 

(Witness  excused.)   [4881] 
***** 
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VERN  EGENESS 
upon  being  recalled  as  ;i  witness  for  and  on  behalf 
of  the  Defendant  Forster,  and  having  been  previ- 
ously duly  sworn,  testified  as  follows: 

Direct  Examination 
Q.     (By  Mr.  Brody)  :    Mr.  Egeness,  are  yon  pr< 

ently  the   owner  of  any  interest   in   Pinstad 
Utgard?  A.     No,  T  am  not. 

Mr.  Moriarty:  Objected  to  as  not  proper  re- 
buttal. 

Mr.  Cox:    No  one  said  he  was. 

The  Court:  Objection  sustained,  and  th<-  answer 
will  be  stricken. 

Q.  (By  Mr.  Brody):  Mr.  Egeuess,  have  yon  at 
any  time  since  the  sale  of  your  interest  and  that  of 
Mr.  Grant  and  Mr.  Cook  and  Mr.  Roberts  to  Mr. 
Forster  in  1943,  have  you  at  any  time  since  then 
owned  an  interest  in  Finstad  and  Utgard? 

Mr.  Cox:  Objected  to  as  not  proper  rebuttal, 
calling  for  a  conclusion  of  the  witness. 

The  Court:     Calling  for  what? 

Mr.  Cox :    Calling  for  a  conclusion  of  the  witness. 
This  matter  was  gone  into  thoroughly,  if  the  Court 
please,  in  the  Government's  case,  and  was  amply 
covered    [4883]    by  Mr.   Forster's  counsel    at    ! 
time. 

The  Court:  I  think  the  question  should  be  more 
specific. 

Q.  (By  Mr.  Brody  continuing):  Did  you,  in 
1943,  in  the  presence  of  Hans  Forster  and  Hicks 
Taylor,  enter  into  any  agreement  for  the  purchase 
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of  one-fourth  interest  in  Finstad  and  Utgard  by 

you? 

Mr.  Cox:    Same  objection. 

The  Court:  Objection  overruled.  You  may  an- 
swer. 

The  Witness:    Go  ahead. 

The   Court:     You  may  answer. 

The  Witness:    Would  you  repeat  that  again? 

Mr.  Brody:  May  the  question  be  read,  your 
Honor  ? 

The  Court:    Mr.  Reporter,  read  the  question. 
(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

A.     No. 

The  Court:    Or  any  interest? 

Q.     (By  Mr.  Brody)  :    Or  any  interest? 

A.     No. 

Q.  Now,  showing  you  Defendants'  Exhibit  A- 
44, [4884] 

Mr.  Moriarty:    I  didn't  hear  you,  Mr.  Brody. 

Q.  (By  Mr.  Brody  continuing)  :  Referring  to 
Deforciants'  Exhibit  A-44,  on  the  top  page,  right- 
hand  column,  I  will  call  your  attention  to  the  pen- 
cilled figure  "1"  written  into  inventory,  from  which 
it  appears  to  read  $12,167.47.  Did  you  make  that 
pencilled  "1"? 

Mr.  Cox :  Just  a  moment,  please.  Objected  to  as 
not  proper  rebuttal. 

This  was  another  matter  gone  into  on  cross-ex- 
amination of  Mr.  Taylor,  and  beyond  the  scope  of 
the  direct  examination,  and  a  matter  upon  which 
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counsel  for  Mr.  Forster  are  not  entitled   to   offer 
rebuttal  testimony  for  impeaching  purposes. 
The  Court:    May  I  sec  the  exhibit  '. 

(Whereupon,  exhibit  was  handed  to  the 
court.) 

The  Court:  I  will  ask  Counsel  to  refresh  the 
Court's  recollection  on  this  matter. 

Mr.  Griffin:  This  is  the  matter  they  went  into  on 
direct,  and  Mr.  Taylor  testified  that  these  changes 
were  not  made  by  him,  but  by  Mr.  Egeness. 

Mr.  Cox :  On  the  contrary,  we  did  not  touch  any 
matters  on  direct  of  Finstad  and  Utgard,  other  than 
■he  matter  of  the  stock  to  Mrs.  Finstad.  The  mat- 
ter was  broached  by  Mr.  Griffin.  [4885] 

Mr.  Moriarty:  And  the  document  identified  by 
Mrs.  Simonson. 

Mr.  Brody:    That  is  correct. 

Mr.  Cox:  That  doesn't  make  it  proper  rebuttal 
of  Mr.  Taylor  on  his  case. 

Mr.  Brody :  I  seem  to  recall  on  his  direct  case  he 
went  into  matters  on  that  document,  did  he  not  '. 

Mr.  Cox:    Not  on  direct. 

Mr.  Griffin:  I  may  say,  I  don't  have  any  recol- 
lection of  asking  any  questions  of  any  changes  by 
Mr.  Egeness  on  the  records  of  Finstad  and  Utgard. 

Mr.  Brody:  You  didn't  ask  if  Mr.  Egeness  made 
it,  but  as  to  changes  made. 

Mr.  Griffin:    Taylor  testified  Egeness  made  it. 

Mr.  Cox:  In  response  to  your  question,  Mr.  Grif- 
fin. 
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The  Court :  Mr.  Reporter,  will  you  read  the  ques- 
tion? 

(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

The  Court:  This  was  covered  in  the  examination 
of  Mr.  Taylor? 

Mr.  Brody:    Yes,  sir. 

Mr.  Cox:  On  cross-examination.  Of  course,  it  is 
our  position  that  the  matter  now  as  then  is  [4886] 
not  relevant  to  the  issues  in  the  case. 

The  Court:    The  Court  will  sustain  the  objection. 

Q.  (By  Mr.  Brody  continuing) :  Now,  I  will 
call  your  attention,  Mr.  Egeness,  to  Defendants' 
Exhibit  A-122,  headed  1947  bonuses  paid  January, 
1948. 

Mr.  Cox:    Same  objection,  if  the  Court  please. 

Mr.  Moriarty:    1947. 

Q.     (By  Mr.  Brody  continuing)  :    122 

The  Court:  (Interposing)  The  question  was  not 
put,  as  yet. 

Mr.  Cox:  I  do  not  concede  counsel  can  ask  a 
proper  question  to  the  document  since  objection  has 
been  made  as  to  the  last  one.  It  is  another  matter 
gone  into  on  cross-examination  of  Mr.  Taylor  and 
not  touched  upon  on  direct. 

Mr.  Brody:  The  question  was  not  put,  but  the 
document  was  offered  by  Mr.  LeSourd. 

Mr.  Cox:  On  redirect,  after  opened  up  on  cross. 
It  was  offered  for  a  limited  purpose. 

The  Court:     Objection  sustained. 

Mr.  Griffin :     I  will  hnve  to  ask  your  Honor  to 
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excuse  the  Jury  then  to  make  an  offer  of  proof  in 

the  [4887]  record. 

The  Court:    All  right. 

Mr.  Griffin:     Sony. 

The  Court:  This  question  relates  to — well,  ;ill 
light.  Members  of  the  Jury,  we  will  now  take  an- 
other recess,  and  the  Court  will  call  you  back  as 
soon  as  we  are  able,  and  ask  you  to  heed  the  ad- 
monition  given  you  on  similar  occasions. 

(Whereupon,  the  Jury  retired  from  the 
courtroom.) 

Mr.  Griffin :    Does  your  Honor  have  A-122  ? 

The  Court:    They  are  looking  at  it. 

Mr.  Griffin:     Oh. 

A-122  was  offered  in  evidence  by  Mr.  Taylor. 

The  Court:    Upon  redirect. 

Mr.  Griffin:  Mr.  Taylor  testified  to  the  alteration 
of  ten  thousand  dollars,  or  change  of  ten  thousand 
dollars,  he  had  charged  to  bonuses.  He  was  exam- 
ined in  detail  by  his  own  counsel  as  to  the  fact  that 
there  were  individuals  or  parties  entitled  to  bonuses 
from  various  districts  and  including  Snohomish 
County,  as  he  testified. 

We  offer  to  prove  by  the  witness  on  the  stand, 
with  reference  to  this  Exhibit  A-122,  and  the  testi- 
mony of  Taylor,  that  with  reference  to  this  ten 
thousand  dollars  that  he  used  for  accounts  payable 
as  charged  to  [4888]  bonuses,  the  bonus — the  total 
bonus  was  $2,139.55,  and  that  the  named  parties. — 
individuals — upon  this  exhibit  are  the  only  ones 
that  were   entitled  to  bonuses  and  the   amount   is 
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specified  to  which  each  is  entitled,  and  then  Mr. 
Taylor  thereby  used  up  some  $7,860.45,  chargeable, 
he  says,  to  bonuses,  and  the  cold  record  shows  that 
such  was  not  the  fact;  and  as  to  Exhibit  A-44,  Mr. 
Taylor  having  testified  in  effect  changes  shown 
thereon  were  made  by  the  witness  on  the  stand,  we 
propose  to  show  by  the  witness  on  the  stand  that 
such  changes  were  not  made  by  Mr.  Egeness  and 
my  position  is  again,  as  long  as  your  Honor  is 
ruling,  in  regards  to  Mr.  Ellis,  that  this  is  highly 
prejudicial  to  the  defense  of  Mr.  Forster. 

We  didn't  bring  this  Indictment  charging  these 
defendants  individually.  It  is  the  way  they  are 
charged  by  the  Government,  and  we  are  entitled  to 
defend  against  the  claim  of  Mr.  Taylor,  and  this 
deprives  us  of  the  right  so  to  defend,  and  leaves 
Mr.  Taylor's  statement  to  the  Jury  both  in  the 
Ellis  matter  and  now  in  this  one,  undisputed  that 
there  is  some  eight  thousand  dollars  of  bonus  pay- 
ments made  to  other  parties  in  1947,  and  he  was 
warranted  in  charging  off  ten  thousand  dollars  in 
bonuses,  and  he  was  only  warranted  in  charging 
$2,139.55,  and  that  the  [4889]  change  made  in  Docu- 
ment A-44  is  just  as  prejudicial  to  the  interests  of 
Mr.  Forster  because  Mr.  Taylor  stands  unimpeached 
before  the  Jury  in  his  statements  where  we  have 
documents  of  record  introduced  by  the  Defendant, 
subject  to  explanation  of  this  witness,  particularly 
in  the  matter  of  bonuses  that  he  did  not  make  the 
change  in  the  document.  It  leaves  Mr.  Taylor  100 
per   cent   pure   as   far   as   the   Jury   is   concerned 
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statement.   All  of  the  bonuses  are  upon  this  docu- 
ment for  the  year  1945. 

Mr.  LeSourd:  Your  Honor  will  remember  the 
circumstances  under  which  this  document  w;is  pul 
in.  I  offered  it  for  the  purpose  of  showing  thai  the 
figure  that  Mr.  Griffin  had  before  him  when  he 
asked  the  question  of  Mr.  Taylor  on  cross-examina- 
tion of  whether  the  total  bonuses  were  nol  $500  tor 
the  year.  Both  of  these  matters  are  in  the  same 
connection  as  those  we  have  been  speaking  about, 
not  covered  in  direct  examination,  not  relevant  to 
this  case,  opened  up  in  cross-examination,  and  T 
assume,  permitted  on  the  ground  of  credibility,  or 
something  of  that  sort.  Mr.  Griffin  was  the  one 
who  opened  up  the  subject  on  cross-examination, 
and  he  is  bound  by  the  answers. 

The  Court:  Does  the  Government  have  any- 
thing? [4890] 

Mr.  Moriarty:  Well  the  Government  feels  that 
there  was  a  statement  by  Mr.  Taylor  that  these 
constituted — that  these  did  not  constitute  all  the 
bonuses  at  that  time. 

Mr.  LeSourd:     In  redirect. 

Mr.  Cox:  In  redirect,  I  don't  know  that  that  was 
Exactly  what  Mr.  Taylor  testified,  either.  He  testi- 
fied that  there  were  more  shippers  than  that  whom, 
he  thought,  were  entitled  to  bonuses. 

He  did  not  testifiy  as  to  the  number  who  were 
entitled  to  bonuses.  The  entire  matter  is  collateral, 
and  concerns  a  corporation  not  in  the  Indictment. 
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and  not  a  matter  establishing  the  defense  of  Mr. 

Forster  and  not  a  matter  that  the  Government  is 

charging. 

Mr.  Moriarty:  I  feel  there  is  an  inference  that 
that  document  did  not  contain  all  the  bonuses  for 
1947. 

The  Court:  The  document  was  introduced  on 
redirect. 

Mr.  Moriarty:  That  is  correct,  produced  by  Mr. 
Taylor. 

The   Court:     Identified   on   cross-examination. 

Mr.  Griffin:  Let's  get  very  straight  upon  this.  I 
had  Exhibit  A-122  identified.  No,  pardon  me.  I  en- 
deavored to  have  A-122  identified  by  Mr.  Taylor.  It 
was  [4891]  not  identified  by  Mr.  Taylor. 

I  could  not,  therefore,  offer  it  in  evidence  at  that 
time. 

The  Court:     It  was  marked  on  redirect? 

Mr.  Griffin :  No ;  no,  I  had  it  marked,  of  course, 
before. 

The  Court:     Just  for  identification. 

Mr.  Griffin:  Yes.  Mr.  Taylor  did  not  identify 
the  document.  I  could  not  offer  it,  and  I  asked  my 
first  preliminary  question  as  to  whether  the  bonuses 
exceeded  $500  to  test  his  recollection  and  stopped 
at  that  point,  because  I  had  to  wait  for  further 
identification.  Without  any  identification  then,  Mr. 
LeSourd  offered  the  document  in  evidence  to  which 
there  wasn't  any  objection  by  anybody.  That  is  the 
gist  of  it. 

The  Court:    That  is  in  accord  with  my  recollec- 
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tion.  The  offer  of  proof  will  be  rejected.  Sou  may 

call  the  Jury. 

Mr.  Brody:    No  further  questions  of  this  witn< 

The  Court:    No  further  questions? 

(Whereupon,  the  Jury  was  returned  to  the 

courtroom.) 

The  Court:  You  may  be  seated.  Tt  is  stipulated 
that  the  Jury  and  all  defendants  are  present  in  the 
courtroom'?  [4892] 

Mr.  Griffin :    Yes,  sir. 

Mr.  Moriarty:     Yes,  your  Honor. 

The  Court:  The  Court  sustained  the  objection 
to  the  last  question  and  I  understand  from  counsel 
that  there  are  no  further  questions  on  direct;  is 
that  correct? 

Mr.  Brody:     That  is  correct. 

The   Court:     Any  cross-examination? 

Mr.  Moriarty:     No  questions. 

Mr.  Cox:    We  have  no  questions,  your  Honor. 

The  Court:     No  questions? 

Mr.  Cox:     No  questions. 

Mr.  Keesling:     No  questions. 

The  Court:     That  is  all,  Mr.  Egeness. 

(Witness  excused.) 
Mr.  Brody:    Mr.  Schneider?  [4893] 
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RAYMOND  J.  SCHNEIDER 

upon  being  recalled  as  a  witness  for  and  on  behalf 
of  the  Defendant  Forster,  and  having  been  pre- 
viously duly  sworn,  testified  as  follows: 

Direct  Examination 

Q.  (By  Mr.  Brody) :  Mr.  Schneider,  were  you 
present  at  any  meeting  of  the  incorporators  or 
shareholders  of  the  Renton  Ice  and  Ice  Cream  Com- 
pany in  September,  1942,  at  which  Mr.  Taylor  in- 
structed Mr.  Forster  to  deposit  whatever  proceeds 
he  might  obtain  from  the  operation  of  the  Renton 
Ice  and  Ice  Cream  Company  in  the  Alpine  Dairy 
account  1 

Mr.  Cox:     I  object  to  the  form  of  the  question. 

The  Court:    You  said,  was  he  ever  presents 

Mr.  Brody:  Was  he  present  at  such  a  meeting 
at  which  Mr.  Taylor  said 

The  Court  (Interposing) :    Objection  overruled. 

A.     I  never  heard  that,  anything  of  that  sort,  no. 

The  Court :    The  question  was,  were  you  present  ? 

Q.  (By  Mr.  Brody)  :  Were  you  present  at  such 
a  meeting  at  which  you  heard  that  statement  made  % 

A.  I  was  present  at  all  the  meetings,  but  I 
[4894]  never  heard  that  statement  made. 

Q.  Now,  with  reference  to  Plaintiff's  Exhibit 
212  and  212-A,  the  accounts  payable  notebooks  or 
records  of  the  Renton  Ice  and  Ice  Cream  Company, 
did  you  keep  those  records  up  to  date? 

A.    Yes,  sir. 

Q.  Will  you  state  how  frequently  entries  were 
made  in  them? 
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Mr.  LeSourd:  Objected  to  ;is  ao\  proper  rebut- 
tal, if  the  Court  please.  The  matter  was  gone  into 

thoroughly  when  the  witness  was  on  the  stand. 

The  Court:     You  have  covered   it,  haven't  youl 

Mr.  Brody:  I  want  him  to  explain  his  flrsl  an- 
swer. That  is  my  only  other  question  on  this  matter. 

The  Court:    Objection  overruled. 

A.     Daily,  whenever  we  got  an  Invoice  in. 

The  Court:  Would  you  read  that  question  again, 
Mr.  Reporter? 

(Whereupon,  preceding  question  was  read  by 

the  reporter.) 

Q.  (By  Mr.  Brody):  Now,  with  reference  to 
Plaintiff's  Exhibits  75,  76  and  77,  photostatic  copies 
of  cashier's  checks  on  the  Peoples  National  Bank  of 
Washington,  Ronton  Branch,  made  out  to  Hans 
Forster,  did  you  purchase  those  cashier's  [4895] 
checks  I  A.     Yes. 

Mr.  Cox:  Objected  to  as  not  proper  rebuttal  and 
repetitious. 

Mr.  Brody:  This  is  preliminary  to  one  further 
question. 

The  Court:     All  right. 

Q.  (By  Mr.  Brody) :  Were  you  instructed  to 
purchase  those  cashier's  checks? 

A.    I  was. 

Mr.  Cox:     Same  objection. 

The  Court :  Are  you  meeting  Mr.  Taylor's  state- 
ment % 

Mr.  Body :    Yes,  I  am. 
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The  Court:  Will  you  phrase  it  to  cover  it  as 
you  recall  it? 

Q.  (By  Mr.  Brody)  :  And  did  you  voluntarily 
and  of  your  own  volition  purchase  those  cashier's 
checks  % 

Mr.  Cox:     Objected  to. 

Mr.  Brody:  I  am  almost  to  the  exact  statement 
Mr.  Taylor  made. 

The  Court:  If  you  will  relate  it  to  what  Mr. 
Taylor's  testimony  was.  I  take  it  that  is  what  you 
are  [4896]  meeting. 

Mr.  Brody:     That  is  correct,  your  Honor. 

The  Court :    Will  you  re-phrase  it  again  % 

Q.  (By  Mr.  Brody  continuing)  :  Did  you,  of 
your  own  volition,  and  as  of  your  own  idea,  pur- 
chase those  cashier's  checks  to  be  made  payable  to 
Hans  Forster? 

Mr.  Cox:  I  would  object,  if  the  Court  please.  I 
can  also  remember  this  witness'  testimony  when  he 
was  on  the  stand  in  the  first  place,  and  he  thor- 
oughly covered  this,  and  said  Mr,  Taylor  instructed 
him  to  do  it  all.  They  are  not  entitled  to  bring  it 
back  again. 

Mr.  Brody:  This  goes  directly  to  a  statement 
of  Taylor  that  the  witness,  acting  entirely  inde- 
pendently and  voluntarily,  purchased  the  cashier's 
checks.  I  merely  wish  to  show  the  statement  to  the 
witness  and  ask  him  what  circumstances  existed. 

Mr.  Cox:  If  there  is  any  contradiction  between 
the  two  witnesses,  it  already  exists. 
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The  Court:  Again,  testimony  of  Mr.  Schneider 
has  hern  some  time  back,  and  the  Court  will  not 
attempt  to  determine  as  between  Counsels'  po  itions 
which  is  correct.  I  will  ask  the  J mw  to  relate  this 
testimony  only  insofar  as  it  may  meet  testimony 
of  Mr.  Taylor,  and  [4897]  the  objection  ie  over- 
ruled, and  if  you  wish,  the  reporter  will  read  the 
last  question. 

Mr.  Brody:    Yes. 

(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

A.     No. 

Q.  (By  Mr.  Brody):  Then,  why  did  you  pur- 
chase them? 

A.     Advised  by  Mr.  Taylor. 

Mr.  Cox:     Objection. 

The  Court:  Objection  overruled.  I  mean,  sus- 
tained. 

Q.  (By  Mr.  Brody):  Who  instructed  you  to 
purchase  them,  Mr.  Schneider? 

Mr.  Cox:     Objection. 

Mr.  Brody:    Your  Honor,  it  simply  goes 

The  Court  (Interposing):  Oh,  the  objection  is 
overruled. 

A.     Mr.  Taylor. 

Q.     (By  Mr.  Brody)  :     Who  instructed  you  I 

A.     Mr.  Taylor  instructed  me. 

Mr.  Brody:     That  is  all. 

Mr.  Moriarty:     No  questions.   [-4898] 


2426  Hans  Forster  vs. 

(Testimony  of  Raymond  J.  Schneider.) 
Cross  Examination 

Q.  (By  Mr.  Cox) :  Mr.  Schneider,  directing 
your  attention  to  Exhibit  212,  I  believe  you  testi- 
fied on  Mr.  Brody's  examination  that  you  made 
entries  in  this  daily,  or  as  frequently  as  invoices 
were  received,  is  that  correct? 

A.     That  is  correct. 

Q.  There  are  occasionally  in  here,  are  there  not, 
periods  when  you  went  for  some  time  and  no  items 
were  entered? 

A.  If  there  were  no  bills  received,  that  would 
be  the  case. 

Q.     That  is,  you  never  accumulated  the  bills? 

A.  I  don't  recall  any  time,  unless  I  would  be 
away  a  week  and  perhaps  no  one  else  did  it. 

Q.  Well,  directing  your  attention  to  a  page  in 
Exhibit  212  headed  June  1,  1947,  is  there  an  item 
here  relative  to  Union  Oil?  A.     Yes. 

Q.     And  when  did  you  receive  that  item? 

A.     According  to  this,  the  date  of  it  was  the  10th. 

Q.  Now,  that  is  the  date  you  received  and  posted 
it,  is  it? 

A.  I  dated  these  as  of  the  date  of  the  invoice, 
I  [4899]  believe. 

Q.  I  see;  you  got  then  an  invoice  here  sometime 
in  May,  dated  May  10th,  and  you  don't  know  on 
what  date  you  made  the  entry  then? 

A.     No,  I  wouldn't  know  now. 

Q.  Now,  one,  two,  three,  four,  five,  six,  seven, 
eight,  nine  lines  below  that,  Mr.  Schneider,  there 
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is  an   entry   of   an  invoice   from    someone    named 

Kemp,  is  there?  A.    Yes. 

Q.    What  was  the  date  of  that  invoice? 

A.     The  7th. 

Q.    Where  was  the  Kemp? 

A.     It  was  a  Seattle  firm,  I  think. 

Q.     Union  Oil  was  also  in  Seattle? 

A.    Renton. 

Q.     That  was  in  Renton?  A.    Yes. 

Q.  And  the  mail  service  is  differenl  so  thai  you 
gei  so  much  in  advance  that  you  have  not  posted, 
although  it  is  dated  three  days  later  { 

A.  Would  you  care  to  have  me  tell  yon  what  I 
think  it  was? 

The  Court:  The  Court  will  sustain  objection  to 
that. 

Mr.  Cox:    The  Court  sustains  an  objection  1 

The  Court:     Yes. 

Q.  (By  Mr.  Cox) :  It  is  your  testimony.  Mr. 
Schneider,  that  you  put  every  obligation  for  which 
the  Renton  Ice  and  Ice  Cream  Company  owed  into 
Exhibit  212  and  212-A  I 

A.    Everything1  we  bought,  and  we  were  billed 
for,  I  would  say  went  in  there  as  it  came  in,  J 
That  was  the  intention. 

Q.  But  if  you  owed  obligations  which  were  not 
billed  for  on  a  regular  basis,  they  were  not  enten  d  .' 

Mr.  Griffin:     Objected  to  as  not  proper   I 
examination. 

The  Court:     Objection  overruled. 

A.     That  is  possible 
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Mr.  Cox  (Interposing)  :     That  is  all. 

A.     (Continuing) :    if  we  had  no  billing. 

The  Court:  That  is  all,  then.  There  is  nothing 
further. 

Mr.  Brody:     No  further  questions. 

Mr.  Griffin:     No  recross. 
(Witness  excused.) 

Mr.  Griffin:     Mr.  Kachlein? 

The  Court:    You  have  been  sworn. 

Mr.  Griffin:  Mr.  Kachlein  should  be  sworn  in 
the  presence  of  the  Jury,  if  the  Court  please.  [4901] 

The  Court:     If  you  wish,  you  may  be  sworn. 

GEORGE  F.  KACHLEIN,  JR. 

upon  being  called  as  a  witness  for  and  on  behalf  of 
the  Defendant  Hans  Forster,  and  being  first  duly 
sworn,  testified  as  follows: 

Direct  Examination 

Q.     (By  Mr.  Griffin)  :     State  your  name,  please. 

A.     George  F.  Kachlein,  Jr. 

Q.     And  your  home  residence  ? 

A.    941  Eleventh  Avenue  North,  Seattle. 

Q.     And  your  profession? 

A.     I  am  an  attorney  at  law. 

Q.  And  when  were  you  admitted  to  practice  be- 
fore the  Supreme  Court  of  the  State  of  Washing- 
ton, Mr.  Kachlein? 

A.     In  February,  1933. 

Q.  And  in  what  year  were  you  admitted  to  prac- 
tice before  this  court? 
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A.      The    sal  lie    ye; II'. 

Q.    And  with  whom  did  you  begin  your  associa- 
tion in  the  practice  of  lawl 
A.    T  began  with  the  firm  of  Bogle,  Bogle  and 

Gates  in  July,  1932,  as  a  law  clerk. 

Q.    Are  yon  now  a  member  of  that  firm  '. 

A.     Yes;  I  have  been  since  L937.  [4903] 

Q.  Did  yon  in  your  practice  specialize  particu- 
larly in  any  branch  of  the  law  ! 

A.  The  first  eight  or  nine  years  being  with  the 
firm  I  handled  the  tax  work  that  was  in  our  office. 
That  was  up  through,  approximately,  1942.  At  that 
time  I  was  under  leave  of  absence  from  the  office 
for  four  years. 

Q.     In  connection  with  what  type  of  work  I 

A.  With  war  work  where  T  was  employed  by 
Todd  Shipyards  Corporation,  or  a  subsidiary,  Se- 
attle-Tacoma  Shipbuilding  Company. 

Q.     In  what  capacity? 

A.  At  the  Tacoma  plant  as  assistant  to  the  pres- 
ident of  the  subsidiary  of  Todds. 

Q.     That  was  in  connection  with  war  work  ? 

A.     Yes,  it  was. 

Q.     When  did  you  return  to  the  firm  then  I 

A.     In  July,  1946. 

Q.  And  what  has  been  your  specialty  particu- 
larly since  that  time? 

A.  Well,  it  has  been  a  multitude  of  different 
types  of  work,  partially  in  tax,  corporate  work, 
corporate  financing,  and  labor  work,  and  also  in 
the  office  management  and  of  the  firm. 
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Q.     Are  you  married1?  [4904] 

A.     Yes,  I  am. 

Q.    Any  children?  A.     One  son. 

Q.     Attending  the  University  of  Washington? 

A.  A  Sophomore  at  the  University  of  Washing- 
ton, sir. 

Q.     You  are  acquainted  with  L.  Hicks  Taylor? 

A.    Yes,  I  am,  sir. 

Q.  When  was  your — when  and  what  was  the 
source  of  your  first  acquaintanceship  with  Mr.  Tay- 
lor? 

A.  Shortly  after  I  returned  to  the  office  in  1946. 
I  believe  it  was  in  the  month  of  December,  1946, 
Mr.  Taylor  called  me  to  state  that  he  had  known 
something  about  me  and  knew  that  I  had  been  doing 
tax  work  and  that  he  had  a  client  that  he  would 
like  to  have  me  handle  some  tax  work  for. 

Q.     And  who  was  that  client? 

A.  That  was  a  family  consisting  of  three,  father 
and  son  and  daughter,  who  were  operating  a  family 
partnership  and  the  question  was 

Mr.  Moriarty:  Objection,  if  your  Honor  please, 
to  this  line  of  testimony  sofar  as  the  materiality  is 
concerned. 

The  Court:     Well,  it  is  preliminary. 

Mr.  Moriarty:  I  thought  the  preliminary  [4905] 
had  been  completed. 

The  Court:     Objection  overruled. 

A.     (Continuing)  :     the   question   as   to   the 

advisability  of  converting  the  family  partnership 
into  a  corporation,  and  that  was  determined  after 
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consultation  with  Mr.  Taylor  and  the  three  clients. 

Q.    Did without  any  detail,  did  thai  situation 

— was  Mr.  Taylor  the  accountant  for  this  party  1 

A.  Yes,  Mr.  Taylor  was  the  accountant  for  the 
family  partnership  which  was  late?-  converted  to 
the  corporation. 

Q.  Did  that  result  in  an  involvement  of  tax- 
matters  with  the  Government  with  the  books  of  that 
concern  ?  A.    Yes. 

Mr.  LeSourd:     Objected  to. 

Mr.  Griffin:     Just  a  moment. 

Mr.  LeSourd:  Objected  to  as  an  immaterial  and 
irrelevant  and  also  as  leading. 

The  Court:  Well,  the  Court  will  overrule  the 
objection. 

A.  (Continuing)  Yes.  Approximately  six  months 
later  Mr.  Taylor  reported  to  me  that  the  family 
partnership  between  the  father  and  the  son  [4906] 
and  the  daughter  was  under  investigation  and  asked 
that  I  assist  in  iH'eparing  the  necessary  protest  and 
handle  the  matter  through  the  Treasury  Depart- 
ment to  a  conclusion,  which  was  done. 

Q.     You  did  that?  A.     I  did,  sir. 

Q.  Did  Mr.  Taylor  during  that  period  of  time 
remain  as  the  accountant? 

A.     He  did,  sir. 

Q.  Now,  do  you  recall  when  the  next  matter 
of  business  with  Mr.  Taylor  occurred  \ 

A.  Yes.  In  the  latter  part  of  the  year  1947  Mr. 
Taylor  called  me  and  stated  that  another  client  of 
his  had  some  tax  difficulties  involving  the  validity. 
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for  tax  purposes  of  a  family  partnership  between  a 
father,  who  was  a  professional  man,  and  a  daugh- 
ter, who  was  a  non-professional  woman.  I  under- 
took the  assignment  and  worked  Avith  Mr.  Taylor 
and  prepared  the  necessary  protests  and  presented 
the  various  arguments  before  the  Treasury  Depart- 
ment representatives  and  it  wasn't  settled  imtil 
about  1952.  That  was  due  to  the  fact  that  there  were 
family  partnership  cases  pending  before  the  Su- 
preme Court,  and  the  right 

O.  (Interposing) :  Was  Mr.  Taylor,  did  Mr. 
[4907]  Taylor  continue  up  until  sometime  in  1950 
as  the  accountant  for  that  family  partnership? 

A.  I  believe  he  is  still  the  accountant  for  those 
parties,  sir.  He  continued  on  through  1950  to  '51 
and  '52,  which  was  my  last  contact  with  them  with 
respect  to  that  matter. 

Q.  In  connection  with  that  employment,  with 
those  two  concerns,  did  you  become  familiar  with 
Mr.  Taylor's  handling  of  books  and  accounts'? 

A.     Yes,  I  did. 

Q.  Did  Mr.  Taylor  eventually  retain  you  as  his 
attorney  in  regard  to  his  own  tax  problems? 

A.  Yes,  he  did,  sir,  on  or  about  the  30th  of  July 
of  1948  he  retained  me. 

Q.  What  was — what  was  the  matter  involved  at 
that  time  with  Mr.  Taylor? 

A.  On  or  about  that  date  he  called  me  by  tele- 
phone and  advised  that  the  Internal  Revenue  De- 
partment had  undertaken  the  investigation  of  his 
own  individual  records  and  that  he  had  asked  one 
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of  the  representatives  of  the  Departmenl  to  with- 
hold the  examination   for  a   limited   period   a     he 

was  extremely  busy  with  clients' 
vised — asked  me,  first  of  all,  If  lie  could  file  | 
pare  and  file  amended  income  lax  returns.  In  also 
asked  me  in  [4908]  the  event  that  the — his  reqi  • 
for  the  delay  in  the  examining  of  hi  recor 
not  granted  if  I  could  be  of  some  assistance  t.»  him 
in  both  of  those  assignments.  I  took  i1  or  and  ad- 
vised him  sofar  as  the  amended  income  tax  return 
was  concerned  that  it  was  too  late  to  stop  any 
investigation  but  if  he  wanted  to  prepare  the  same 
he  could.  With  respect  to  the  second  item  I  did 
eontad  a  representative  of  the  Government,  a  Mr. 
Weston,  and  made  the  request  for  a  limited  period 
of  time  that  the  Government  would  withhold  the 
investigation  of  his  records  to  afford  him  the  <>] >por- 
tunity  to  review  his  books  and  that  he  was  ex- 
tremely busy  at  the  time  and  also  asked  that  same 
Government  representative  if  it  would  be  all  right 
to  file  an  amended  return.  I  so  advised  Mr.  Taylor 
of  the  results  of  the  conferences  that  T  had  with 
Mr.  Weston. 

Q.  Did  Mr.  Taylor  go  into  the  matter  with  you 
of  the  condition  of  his  own  books  and  records  and 
his  returns'? 

A.    Yes,  he  did.  He  stated  to  me  that  he   v 
very   much    embarrassed.    When    the    Government 
agent  came  in  and  he  started  to   check   his  bank 
deposits  and  deposit  slips  with  his  cash  book,  or 
journal  as  I  believe  he  called  it,  as  against  his  in- 
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come  [4909]  tax  return,  he  found  that  there  was  a 

substantial  understatement  of  income. 

Q.     By  Mr.  Taylor  himself? 

A.  By  Mr.  Taylor  on  his  own  income  tax  re- 
turns. That  his  journal,  or  cash  book,  whichever 
you  may  want  to  call  it,  from  which  he  based  his 
income  tax  returns,  reflected  accurately — that  is,  the 
cash  book  figures  were  picked  up  and  put  into  the 
tax  return  but  insofar  as  his  deposit  slips  and  his 
bank  account,  he  found  he  had  substantially  more 
income  in  the  years  under  investigation  than  he 
had  reported  and  that  was  the  reason  that  he 
wanted,  as  he  stated,  to  me,  to  file  an  amended 
income  tax  return  for  those  years. 

Q.  As  you  investigated  the  matter  with  Mr. 
Taylor  were  there  several  years  involved? 

A.  Yes.  I  believe  the  years  that  were  under  con- 
sideration— that  the  power  of  attorney,  rather,  to 
me  were  from  1942  through  1947,  inclusive. 

Q.  And  what  did — did  Mr.  Taylor  finally  advise 
you  of  the  amount,  or  percentage,  of  understate- 
ment of  his  income  in  those  years? 

A.  No,  I  do  not  believe  that  he  gave  me  any 
figures  as  I  don't  know  what  he  finally  came  up 
with,  even  though  I  represented  him  from  1948 
through  a  [4910]  good  part  of  1950.  I  do  know  the 
figures  which  the  Government  alleged  but  as  far  al 
the  final  determination,  I  don't  know  that,  Mr.  Grif- 
fin. 

Q.     After  this  first  consultation  with  you,  which 
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was  in  July — the  ond  of  July,   1    Ihink   y«u    said, 
of  194S  t  A.     That  is  right 

Q.  Were  there  numerous  consultations  in  regard 
to  his  own  tax  situation  during  the  following 
honths? 

A.  Yes,  there  were.  The  first  one  came  aboul 
three  weeks  after  I  had  contacted  Mr.  Weston  and 
I  got  a  call  from  Mr.  Weston,  who  was  of  the  In- 
ternal Revenue  Agents  office  here,  Btating  that  he 
wondered  what  1  thoughl  I  was  doing,  thai  lie  had 
heard  a  report  on  the  street  that  I  had  arranged 
that  Mr.  Taylor's  taxes  were  all  settled  and  thai 
there  was  to  be  no  further  investigation.  I  assured 
him  such  was  not  the  fact,  and  he  said  that  informa- 
tion  came  to  me,  and  Mr.  Taylor  told  someone  on 
i the  street  about  it,  and  I  called  Mr.  Taylor  with 
respect  to  that  and  Mr.  Taylor  advised  me  he  made 
no  such  statement  and  I  then  advised  Mr.  Taylor 
that  in  view  of  the  fact  of  Mr.  Weston's  making 
the  statement  to  me  he  would  have1  to  make  a  rep 
;to  his  superiors  [4911]  with  respect  to  the  infer- 
ence, that  he  could  expect  to  have  his  income  tax 
returns  examined  very  promptly.  Approximately  a 
week  later,  I  believe  that  Mr.  William  Marx,  sittinu- 
here  in  the  court,  and  Mr.  McCarthy  of  the  Special 
Agents'  Office,  started  their  investigation  and  1  sat 
through  several  meetings  with  them  during  the 
'period  of  time  from  194S  through  their  completion 
of  their  examination  in  August  of  1949.  At  tl 
meetings  Mr.  Taylor  was  present  and  participated 
in  them. 
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Mr.  Moriarty:     May  the  record  show   that   the 
Government  objects  to  this  as  all  immaterial. 
The  Court:     The  record  may  so  show. 
Are  you  speaking  of  all  the  testimony  % 
Mr.   Moriarty:     I   mean   the   recitals   that   now 
don't  seem  to  be  material  to  the  issue  between  Mr. 
Taylor  and  Mr.  Forster.  Certainly  not  relevant  to 
the  Government's  case.  I  recognize  the  position  that 
the  Court  is  in  but  I  think  it  is  my  duty  to  call 
it  to  the  Court's  attention. 

The  Court:  Well,  I  believe  I  probably  should 
advise  the  Jury  at  this  time  that  this  testimony 
has  relationship  to  the  issue  raised  by  the  Defend- 
ant Taylor  as  part  of  his  defense  wherein,  as  you 
will  recall,  in  the  opening  statement  he  stated, 
[4912]  or  his  Counsel  stated,  that  by  virtue  of  rep- 
resentation of  Mr.  Taylor  by  Mr.  Kachlein,  a  rela- 
tionship existed  as  a  result  of  which  at  a  later  date 
Mr.  Forster  was  under  investigation  and  Mr.  For- 
ster undoubtedly  made  statements  to  the  represen- 
tatives of  the  Treasury  Department  relative  to  the 
books  of  Mr.  Taylor.  I  understand  in  the  theory  of 
the  defense  of  Mr.  Taylor  they  believe  this  trans- 
action raises  some  question  as  to  the  credibility  of 
the  defense  of  Mr.  Forster.  Whether  it  does,  oj 
course,  is  a  matter  entirely  for  the  Jury.  This  testi- 
mony having — some  testimony  having  been  intro- 
duced, or  the  defense  of  Mr.  Taylor  having  been 
put  in,  this  testimony  now  comes  in  by  Mr.  Forster, 
on  behalf  of  Mr.  Forster,  in  rebuttal  and  an  ex- 
planation of  that  testimony,  and  while  the  incidents 
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thai  are  covered  in  this  matter  by  Mr.  Kachlein 
may  be  preliminary  and  not  related  to  the  issued 
involved — namely  whether  these  three  defendants 
here  charged  are  guilty  of  the  charge — and  they 
do  not  relate  to  the  specific  elements,  which  the 
court  will  later  instruct  you  are  involved  in  the 
charge,  but  facts  that  may  have  a  bearing  on  the 
credibility  of  witnesses  or  defendants  are  always 
material  and  this  testimony  is  in  that — along  that 
line.  [4913] 

Mr.  Moriarty:  And,  if  your  Honor  please,  no 
(part  of  this  matter  was  introduced  by  the  Govern- 
ment. 

The  Court:  I  think  it  is  clear  that  this  issue  is 
one  raised  by  the  defendants  Forster  on  the  one 
hand  and  Taylor  on  the  other. 

Mr.  Moriarty:     Thank  you. 

The  Court:  Is  there  any  objection  to  the  Court's 
comment  ? 

Mr.  Griffin:  No,  none  at  all,  except  it  was  an 
issue  raised  in  the  opening  statement  by  the  De- 
fendant Taylor,  and  Forster  never  raised  it. 

The  Court:     I  believe  I  so  signified. 

Mr.  LeSourd:    I  think  your  Honor  covered  that. 

The  Court:     All  right,  we  will  now  proceed. 

Mr.  Griffin:     May  I  proceed? 

The  Court:    Yes,  you  may  proceed,  Mr.  Griffin. 

Q.  (By  Mr.  Griffin)  :  Mr.  Kachlein,  during  this 
investigation  by  Mr.  Marx,  Mr.  McCarthy — at  which 
you  were  present  in  several  conferences  with  the 
Agents — and  Mr.  Taylor,  did  you  become  then  £a- 
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miliar  with  the  [4914]  manner  in  which  Mr.  Tay- 
lor handled  his  own  books  and  records'? 

A.     Yes,  very  much,  sir. 

Q.  And  did  you  prepare  for  the  Agents  in  be- 
half of  Mr.  Taylor  a  memorandum  dealing  with 
the  manner  in  which  Mr.  Taylor  had  handled  his 
own  books  and  records  and  the  reason  therefor? 

A.  I  did,  sir.  At  the  conference  in  August  of 
1949  before  the  Special  Agents  office  and  their  rep- 
resentatives an  oral  presentation  was  made  in  behalf 
of  Mr.  Taylor,  Mr.  Taylor  being  present,  and  I 
was  then  requested  to  reduce  to  writing  and  make 
a  written  presentation  in  his  behalf.  I  did  do  that 
and  I  believe  submitted  it  to  them  the  latter  part 
of  August,  1949,  to  Mr.  Weisner,  who  was  then,  Ij 
believe,  the  acting  Special — Acting  Chief  of  the 
Special  Agents  Office. 

Q.  Was  that  written  presentation — did  it  cover 
the  statements  that  you  had  made  in  your  oral  pres- 
entation in  behalf  of  Mr.  Taylor? 

A.  It  did  to  the  best  of  my  ability,  sir,  and  it 
covered  additional  items  which  Mr.  Taylor  and  my- 
self had  gone  over  in  my  office  in  preparation  of 
the  formal  statement. 

Q.  And  did  Mr.  Taylor  go  over  this  statement 
[4915]  before  it  was  presented?  A.    Yes,  sir. 

Mr.  Griffin :  Will  you  mark  this  memorandum  for 
identification  ? 

The  Clerk:  Defendants'  Exhibit  Number  A-139 
marked  for  identification. 
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(Defendants'  Exhibit  No.  A-139  marked   for 

identification.) 

Q.  (By  Mr.  Griffin) :  Handing  you  Exhibit 
A-139  for  identification  I  will  ask  you  if  this  is 
the  memorandum  prepared  by  you,  to  which  you 
haw  just  testified,  which  was  delivered  to  the  Gov- 
ernment Agents  in  connection  with  Mr.  Taylor's 
own  tax  matter? 

A.  Yes,  this  is  a  copy  of  the  one  delivered  to 
the  Agents. 

Q.     Now,  while  Counsel  is  examining  that: 

Did  you  find  in  these  conferences  with  Mr.  Tay- 
lor that  he  had  ever  reconciled  his  bank  account 
to  his  journal,  if  it  was  a  journal?  On  the  witness 
stand  I  think  he  testified  and  called  it  a  time  book. 
Did  you  find  that  he  had  ever  reconciled  his  bank 
account  to  this  book,  whether  journal  or  time  book 
from  which  he  took  the  figures  for  his  own  tax 
return?  [4916] 

A.  No,  I  didn't.  He  stated  to  me,  as  a  matter  of 
fact,  that  his  failure  to  properly  file  his  return  was 
due  to  the  fact  that  he  had  not  reconciled  his  cash 
book,  or  journal,  with  his  cash  account,  bank  ac- 
count. 

Mr.  Griffin:  I  will  withhold  the  offer  of  this  until 
morning  so  that  Counsel  may  examine  it. 

Q.  (By  Mr.  Griffin)  :  Did  Mr.  Taylor  give  you 
any  excuse,  any  reason,  you  could  use  that  would 
excuse  his  situation  in  his  own  books  and  records? 

A.  Yes,  his  excuse  that  he  gave,  the  basic  one, 
was  that  he  was  so  busy  looking  after  the  affairs 
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of  other  clients  that  he  failed  to  look  after  his  own 
financial  affairs  properly;  that  insofar  as  his  col- 
lections by  the  month  or  by  the  job,  as  the  case  may 
be,  he  would  properly  put  them  through  the  bank 
accounts  but  insofar  as  his  journal,  cash  book,  or 
whatever  you  may  call  it,  was  concerned,  originally 
when  he  started  out  many  years  ago  he  would  con- 
tinue day  by  day  to  make  the  entries  but  as  he  be- 
came more  busily  engaged  in  his  profession  that 
he  might  make  the  entries  once  a  week,  and  then  it 
extended  on  to  once  every  two  weeks,  and  finally 
he  [4917]  would  make  them  from  memory  and  he 
used  that  as  his  basis  for  his  income  tax  returns. 
He  did  keep  records  insofar  as  his  bank  interest, 
and  insofar  as  his  stock  purchases  rather  carefully 
as  he  was  able  to  get  those  from  Jordan  and  Com- 
pany, which,  I  believe,  was  his  stock  brokers,  and 
from  the  bank  accounts  where  he  had  books. 

Q.  Do  you  recall  as  of  that  time — and  by  that 
time  I  mean  prior  to  the  Indictment  of  Mr.  Taylor 
and  which  would  have  been  prior  to  the  Indictment 
in  this  case,  and  while  these  conferences  were  being 
had  with  the  Agents — do  you  recall  at  that  time  of 
making — using — the  terms,  with  the  Agents  the 
term,  "sloppy"  in  connection  with  the  bookkeeping 
of  Mr.  Ta.ylor? 

A.     Both  sloppy  and  careless,  sir. 

Q.  And  as  of  that  time  did  you  base  that  upon 
his  own  records  and  your  experience  with  these 
other  two  companies  that  be  brought  to  you? 

A.    Well,  I  had  experience  with  one  or  two  others 
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of  Mr.  Taylor's  clients  who  Mi-.  Taylor  had  brought 

to  our  firm  to  help  assist  in  some  problems  they 
had  and  from  the  several  it  became  apparent  to  i  te 
that  Mr.  Taylor's  methods  of  handling  the  books  of 
account  were  sloppy,  sii-.  [4918] 

Q.  Do  you  recall  one  of  these  conferences  you 
had  before  Endictment  was  with  Mr.  Patten.'' 

A.  Yes,  sir.  That  was  in  November.  I  think  there 
were  two  conferences  with  Mr.  Patten  in  Novem- 
ber, 1949.  One  was  not  in  the  presence  of  Mr. 
Taylor.  That  was  the  first  one,  and  the  second  was 
in  the  presence  of  Mr.  Taylor,  if  my  memory  serves 
me  right,  sir.  The  first  was  a  preliminary  conference 
and  the  second  was  the  full,  formal  conference 
where  the  entire  presentation  of  Mr.  Taylor's  case 
was  made  to  Mr.  Patten. 

Q.  What  principal  representations  were  you 
making  to  the  Government  Agents,  including  Mr. 
Patten,  on  behalf  of  Mr.  Taylor  at  that  time  '. 

A.  There  were  several,  sir.  One  was  that  he  was 
a  very  overworked  person.  He  had  undertaken  more 
work  to  do  than  he  could  normally  accomplish.  The 
second  thing  is  that  he  had  a  good  reputation  among 
his  clients.  They  liked  him.  They  thought  well  of 
him.  The  third  matter  was  that  with  all  due  regard 
to  their  feeling  toward  him,  his  bookkeeping  experi- 
ence or  accounting  experience  was  somewhat  lim- 
ited and  his  methods  of  accounting  were  somewhat 
sloppy  as  reflected  in  his  own  methods  in  protecting 
himself  in  the  income  tax  returns.  It  was  [4919] 
not  an  intentional  matter.  It  was  one,  frankly,  due 
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to  overwork  and  ignorance  more  than  anything  else. 

Mr.  Griffin:  I  think  this  would  be  a  good  time 
to  recess  because  we  are  getting  right  down  to  the 
Indictment. 

The  Court:  All  right.  Mr.  Kachlein,  you  may 
be  excused. 

(Whereupon,  witness  withdrew.) 
*  *  *  *  *   ["4920] 

GEORGE  F.  KACHLEIN,  JR. 

having  been  called  as  a  witness  for  and  on  behalf 
of  the  Defendant  Hans  Forster,  and  having  been 
previously  duly  sworn,  resumed  the  witness  stand 
and  testified  as  follows: 

Direct  Examination — (Continued) 

Q.  (By  Mr.  Griffin) :  Mr.  Kachlein,  as  of  yester- 
day you  had  completed  certain  conferences  with 
Mr.  Taylor,  the  Internal  Revenue  staff,  including 
Mr.  Patten,  and  on  or  about  February  15,  1950,  did 
you  have  advice  from  Mr.  Sager,  the  then  Assistant 
United  States  District  Attorney,  in  connection  with 
Mr.  Taylor's  situation? 

A.  Yes.  I  had  received  a  letter,  I  believe,  on  the 
16th  of  February,  1950,  from  Mr.  Sager,  who  was 
then  the  Assistant  District  Attorney,  whose  offices 
were  at  Tacoma,  advising  that  the  Hicks  Taylor 
matter  involving  certain  years  had  been  referred 
to  him  for  action — that  is,  prosecution — and  that 
he  stated  before  any  action  was  taken  he  would 
give  me  an  opportunity,  or  the  taxpayer,  to  be 
heard  in  connection  with  the  matter. 
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Q.  Did  you  confer  with  Mr.  Taylor  in  conned  inn 
|1!K50]  with  this  Letter? 

A.     J  did,  sir. 

(Whereupon,  there  was  a  brief  pause.) 

Mr.  Griffin:  Will  you  mark  this  for  identifica- 
tion, please? 

The  Clerk:  Defendants'  Exhibit  Number  A-140 
marked  for  identification. 

(Defendants'  Exhibit  A-140  marked  for  iden- 
tification.) 

Mr.  Griffin:    And  this  one,  please. 

The  Clerk:  Defendants'  Exhibit  Number  A-141 
marked  for  identification. 

(Defendants'  Exhibit  A-141  marked  for  iden- 
tification.) 

Q.  (By  Mr.  Griffin) :  Handing  you  Exhibit  A-140  I 
will  ask  you  if  that  is  the  letter  under  date,  Feb- 
ruary 15,  1950,  from  Mr.  Sager,  United  States  At- 
torney's Office,  to  you  in  regard  to  this  matter? 

A.     Yes,  this  is  the  letter,  sir. 

Q.  And  A-141,  your  reply  of  February  17th  to 
Mr.  Sager;  a  copy  of  your  reply? 

A.  Yes,  this  a  copy  of  the  reply  that  I  sent  to 
Mr.  Sager. 

Q.  Following  those  letters  did  you  have — and 
[4931]  your  conference  with  Mr.  Taylor,  was  it 
clear  then  that  there  was  going  to  be  prosecution — 
criminal  ? 

A.  Yes,  it  was  clear.  I  had  a  lengthy  conversa- 
tion in  conference  with  Mr.  Taylor  wherein  we  re- 
viewed the  tax  case  that  had  developed  over  the 
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year  and  a  half  period.  I  discussed  with  him  what 
the  chances  were  in  our  opinion  as  to  a  defense  to 
the  income  tax  matter  and  recommended  to  him  that 
in  our  opinion — and  I  mean  by  "our"  that  is  our 
firm  because  I  had  reviewed  the  matter  with  sev- 
eral of  our  trial  men  and  tax  men  in  the  office  to 
determine  what  action  we  should  take  in  respect  to 
the  matter,  and  advised  him  that  in  our  opinion — 
he  did  not  have  a  defense  to  his  case,  that  we  had 
lived  with  the  case  since  September  30th,  or,  rather, 
July  30,  1948,  and  had  met  with  the  Internal  Rev- 
enue Agents,  field  men,  had  met  with  the  Review 
Staff,  had  reviewed  it  carefully  and  felt  that  the 
best  thing  to  do  was  to  work  out  an  arrangement 
with  the  District  Attorney  in  the  event  he  still 
wanted  to  prosecute  the  case  to  have  him  plead 
guilty  to  one  charge  and  to  waive  the  necessity  of 
going  before  a  grand  jury  for  indictment,  that  by 
doing  so  it  would  eliminate  added  publicity,  it  would 
not  in  our  opinion  aifect  him  as  adversely  as  if  he 
went  through — had  the  matter  go  [4932]  before  a 
grand  jury  and  the  publicity  that  would  follow,  and 
then  go  to  trial  and  a  trial  in  which  we  felt  his 
defense  was  hopeless. 

Q.  Did  Mr.  Taylor  make  any  complaint  to  y<.ni 
that  he  had  any  defense  because  of  his  failure  to 
make  the  full  return  of  income  % 

A.  Yes,  he  did.  He  stated  that  actually  in  his 
mind . 

Mr.  Maxwell:     Will  you  fix  the  time  and  place? 

A.    (Continuing)     At  the  meeting  that  I  had  on 
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the  1711)  of  February,  again,  when  I  came  back  and 
reported   to   him   and   had   a   meeting  following  my 
conference  with  Mr.  Sager,  and  1li.il    was  between 
llie  17th  and  28th  of  March,  Mr.  Maxwell. 

Mr.  Maxwell:    Thank  yon. 

A.  (Continuing)  Mr.  Taylor's  position  was  at 
all  times  that  he  had  been  careless  and  he  had  been 
[negligent  in  the  keeping  of  liis  own  books  and  re- 
turns, that  he  had  been  extremely  busy  and  that 
many  of  the  small  concerns  which  he  had  repre- 
sented over  a  number  of  years  had  ballooned,  par- 
ticularly during  the  war  period — mushroomed  out — 
and  that  he  was  snowed  under  with  work  and  that, 
therefore,  he  didn't  feel  that  he  wilfully  attempted 
to  evade  the  income  [4933]  tax,  that  it  was  an  over- 
sight on  his  part.  He  felt  very  much  chagrined  that 
lie  had  made  the  mistake  and  so  stated  very  clearly 
to  me  and  also  to  the  court  at  the  time  that  he 
was  sentenced.  Our  position  was,  however,  that,  be 
that  as  it  may,  here  w7as  a  man  who  was  a  licensed 
public  accountant,  who  has  held  a  Treasury  Card, 
or  did  up  until  November,  I  think  November  of 
1948,  who  had  been  president  once  or  twice  of 
Washington  State  Public  Accountants,  who  had 
hold  himself  out  to  the  public  as  a  man  who  was 
handling  tax  matters,  that  we  didn't  feel  that  any 
court  or  jury  could  conceive  that  he  did  not  have 
some  knowledge  of  the  failure  to  report  his  income 
or  prepare  his  tax  returns  properly  and  we  so 
stated  to  him,  that  if  he  went  before  a  jury  we  felt 
lie  would  be  convicted  and,  therefore,  our  recom- 


2446  Hans  Forster  vs. 

(Testimony  of  George  F.  Kachlein,  Jr.) 
mendation  was  that  it  was  an  attempt  to  work  out 
an  arrangement  with  the  District  Attorney  whereby 
the  five  years  involved,  he  would  plead  guilty  to  one 
count  and  the  other  five  counts  would  be  dismissed. 
That  was  the  basis  of  our  decision  on  the  matter. 

Q.  (By  Mr.  Griffin)  :  Then  did  you  confer  with 
Mr.  Sager  and  try  to  work  out  a  program  for  Mr. 
Taylor?   [4934] 

A.  I  conferred  with  Mr.  Sager  as  mentioned  in 
the  letter,  that  exhibit  that  was  introduced,  about 
four  or  five  days  following  the  sending  of  the  letter 
to  Tacoma.  At  that  conference  I  reviewed  with  Mr. 
Sager  the  position  which  we  had  taken  before  Mr. 
Patten  and  Mr.  Wisener,  and  stated  it  was  still 
our  position.  He  commented  that  he  had  reviewed 
the  file  and  felt  that  no  jury  would  find  Mr.  Taylor 
innocent  and  that  he  was  going  to  proceed  with  the 
matter  before  the  grand  jury  unless  we  were  will- 
ing to  waive  indictment  and  if  we  did  so  and  go 
without  trial  he  felt  that  could  be  worked  out 
whereby  we  could  have  Mr.  Taylor  plead  guilty  to 
one  charge  out  of  the  five.  The  years  in  which  he 
was  indicted,  which  I  believe  was  1942  to  1947,  that 
he,  Sager,  would  determine  the  year  for  which  Mr. 
Taylor  would  plead  guilty.  After  having  that  meet- 
ing I  then  conferred  again  with  Mr.  Taylor  and 
told  him  the  outcome  of  it  and  asked  him  to  think 
over  whether  or  not  he  wanted  to  go  that  route 
or  if  he  wanted  to  go  the  other  route  and  try  it  out ; 
that  insofar  as  we  were  concerned  we  felt  that  he 
might  be  better  if  he  selected  additional  counsel,  or 
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other  counsel,  by  reason  of  our  feeling  in  the  matter. 
About  the  28th  of  February  I  talked  again  with 
Mr.  Taylor  and  asked  him  as  to  what  his  [4935] 
position  was  and  he  stated  that  after  all  he  felt  that 
he  had  confidence  in  our  office  and  in  our  judgment 
and  he  was  willing  that  I  work  out  with  Mr.  Sager 
a  time  and  place  to  meet  to  carry  out  the  tentative 
arrangements  which  I  had  made  with  Mr.  Sager, 
Subject  to  Mr.  Taylor's  approval. 

Q.    What  followed  at  that  particular  time? 

A.  I  called  Mr.  Sager,  or  Mr.  Sager  called  me, 
I  don't  recall  which,  and  made  a  tentative  date  to 
meet  with  Mr.  Sager  in  his  office  March  2,  1950,  and 
asked  Mr.  Sager  to  prepare  the  information  which 
would  charge  Mr.  Taylor  with  the  five  counts  and 
to  arrange  for  us  to  appear  before  the  Court  to 
enter  our  plea.  That  was  done  on  March  2nd  when 
we  went  to  Tacoma. 

Q.  There  was  also  a  conference  with  the  proba- 
tion office,  Mr.  Coventry,  at  that  time? 

A.  On  March  2nd  we  drove  to  Tacoma  and  met 
in  Mr.  Sager's  office  and  we  went  over  the  informa- 
tion or  the  Indictment,  as  the  case  may  be. 

Q.     By  "we"  you  mean? 

A.  Mr.  Taylor  and  myself.  We  then  went  into 
Court  and  appeared  before  Judge  Leavy,  at  which 
time  Judge  Leavy  specifically  asked  Mr.  Taylor  if 
he  had  counsel  and  if  he  had  read  over  the  Indict- 
ment, [493(>]  and  if  he  was  ready  to  give  his  answer, 
which  he  did,  pleading  not  guilty,  I  think,  to  four 
of  the  charges  and  pleading  guilty  to  the  charge  for 
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1943.  Following  that  the  Court  set  bond  which,  if 
my  recollection  serves  me  right,  was  twenty-five 
hundred  dollars  and  we  were  instructed  by  the 
Clerk  to  meet  with  Mr.  Coventry  who  was  the  proba- 
tion officer,  or  who  was  known  as  the  pre-sentenc- 
ing officer,  in  Judge  Leavy's  court,  and  we  met  with 
him  and  went  over  the  information  which  he  desired 
to  obtain  in  behalf  of  the  Court  prior  to  sentencing. 

Q.  Now,  as  of  that  date  of  March  2,  1950,  had 
you  ever  met  Hans  Forster? 

A.     No,  Mr.  Griffin. 

Q.  Or  had  you  or  your  office  ever  had  any  busi- 
ness dealings  with  and  for  the  Defendant  Hans 
Forster?  A.     No,  Mr.  Griffin. 

Q.  Now,  did  the  matter  of  Mr.  Taylor's  position 
as  in  March  of  1950  have  a  tendency  to  reflect  upon 
his  license  from  the  State  of  Washington  to  prac- 
tice public  accounting?  I  won't  go  into  detail  with 
that  now.  You  can  just  state  "yes"  or  "no". 

A.     Yes. 

Q.  Did  you  have  a  conference  with  Mr.  Taylor 
[4937]  and  his  associates  in  that  connection,  about 
March  9th? 

A.  I  don't  recall  in  March  having  a  conference 
with  him.  The  conference  that  I  recall  took  place 
in  April  of  1950,  Mr.  Griffin. 

Q.  Was  one  of  Mr.  Taylor's  associates  a  Mr. 
Benedict?  A.    Yes,  sir. 

Q.  Did  you  have  a  conference  with  Mr.  Benedict 
on  or  about  March  in  the  office? 

A.     I  did,  sir. 
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Q.    Was  thai    with  1  lie  -was  Mr.  Taylor  aw 
of  that  conference?  A.     Be  was,  sir. 

Q.    And  what  did  that  involve? 

A.  That  involved  whal  the  position  of  the  sev- 
eral accountants  thai  were  associated  with  Mi-.  Tay- 
lor would  he.  They  were  concerned  as  to  the  fact 
that  Mr.  Taylor  had  pled  guilty  to  an  income  tax 
matter  of  his  own  and  they  wondered  as  to  how  it 
would  refled  upon  thorn  in  their  association  with 
Mr.  Taylor. 

Q.  Later  did  you  advise  how  they  should  conduct 
their  business;  how  the  office  set  up  should  be  ar- 
ranged ?  [4938] 

A.     About  June  27th  or  28th 

Q.  (Interposing)  Well,  I  will  take  it  that  your 
answer  is  "yes"  to  that  question.  A.     Yes. 

Q.  Because  I  want  to  take  it  as  chronologically 
as  T  can.  A.     Yes;  yes,  sir. 

Q.  Now,  was  Mr.  Taylor's  civil  tax  liability  also 
Involved  as  well  as  the  criminal  liability  I 

A.  Yes,  it  was.  There  are  a  number  of  things 
that  become  involved  after  a  person  has  pled  guilty. 
One  of  the  things  which  we  were  attempting  to 
determine  from  the  time  the  investigation  started 
in  July  of  1948  was  the  exact  tax  liability  of  Mr. 
Taylor,  and  Mr.  Taylor  wanted  likewise  to  deter- 
mine that  as  he  wanted  to  pay  it  as  soon  as  possible 
for  stop  the  running  of  interest.  When  the  matter 
was  referred,  however,  to  the  Department  of  Justice 
for  criminal  prosecution  the  matter  then  goes  out 
of  the  hands  of  the  Treasury  Department  and  be- 
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comes  a  matter  for  the  Department  of  Justice  to 
handle  and  they,  under  a  long  established  procedure, 
do  not  allow  the  taxpayer,  until  such  time  as  the 
criminal  matter  is  finally  determined,  to  sit  down 
and  determine  the  civil  liability  with  the  Internal 
Revenue  [4939]  Department.  Thus,  when  Mr.  Tay- 
lor had  pled  guilty,  knowing  that  he  would  possibly 
be  sentenced  for  a  period  of  time  to  the  penitenti- 
ary both  Mr.  Taylor  and  myself  wanted  to  work  out 
as  quickly  as  possible  a  definite  settlement  of  his 
civil  tax  liability  and  starting  with  Mr.  Coventry, 
the  probation  officer,  then  with  Mr.  Sager,  who  was 
the  Assistant  District  Attorney,  or  Assistant  United 
States  Attorney,  we  attempted  to  get  the  final  fig- 
ures which  the  Government  had  determined  to  be 
Mr.  Taylor's  liability,  not  that  we  necessarily  would 
agree  with  them  but  so  that  we  would  have  some 
way  in  which  to  work  out  a  settlement  wherein 
there  might  be  a  difference  from  a  factual  stand- 
point. This  took  place,  I  would  say,  starting  about 
the  10th  of  March  and,  frankly,  through  the  time 
up  to  his  actual  sentencing.  We  did  get  from  the 
District  Attorney  the  net  figures  that  were  due  and 
owing  from  Mr.  Taylor  and  from  his  wife  for  the 
years  involved  but  we  didn't  get  any  breakdown  of 
it.  We  then  attempted  to  get  the  breakdown  from 
the  Internal  Revenue  Department  which  we  did  not 
get,  nor  have  I  ever  seen. 

Q.  Now,  in  connection  with  this  matter,  both  of 
the— in  the  civil  liability  and  the  criminal  prosecu- 
tion, [4940]  were  you  required  to  file  with  the  pro- 


United  States  of  America  2451 

(Testimony  of  George  E\  Kachlein,  .Jr.) 

faation  officer,    United  States   Probation   Officer,  a 

statemenl  for  Mr.  Taylor  before  sentence! 

A.  Yes,  !  was.  In  the—]  did  file  one.  I  pr<  paT  ! 
one  after  a  lengthy  consultation  with  Mr.  Taylor. 

Q.  And  did  Mr.  Taylor  go  over  thai  statemenl 
before  it  was  filed?  A.     He  did,  sir. 

Mr.  Griffin:  Will  yon  mark  this  for  identification, 
please  t 

(Defendants'  Exhibit  A-142  marked  for  iden- 
tification.) 

The  Clerk:  Defendants'  Exhibit  Number  A-142 
marked  for  identification. 

Mr.  Griffin:  By  "this"  I  am  referring  to  a  state- 
ment of  March  20,  1950. 

Mr.  Moriarty:    You  haven't  offered  141? 

Mr.  Griffin:    I  haven't  offered  any  of  these  yet. 

Q.  (By  Mr.  Griffin) :  Handing  you  142  for  iden- 
tification I  will  ask  you  if  that  is  a  copy  of  the  state- 
ment you  just  referred  to  under  date  of  March  20, 
1950,  to  the  United  States  Probation  Officer?  [4941] 

A.    Yes,  it  is,  sir. 

(Whereupon,  there  was  a  brief  pause.) 

Mr.  Griffin :    At  this  time  I  offer  Exhibit  A-39. 

The  Clerk:     A-139. 

Mr.  LeSourd:    No  objection. 

Mr.  Moriarty:  Except  as  to  materiality  the  Gov- 
ernment has  no  objection.  The  Government  feels 
that  the  entire  matter  is  immaterial. 

The  Court:  Well,  the  materiality  of  this  is  re- 
stricted as  the  Court  indicated  yesterday. 

Mr.  Griffin:    Yes,  sir. 
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Mr.  Moriarty:    Very  well,  your  Honor. 
The  Court:    And  it  may  be  admitted. 

(Defendants'  Exhibit  A-139  admitted  in  evi- 
dence.) 
Mr.  Griffin :    And  I  offer  A- 140  for  identification. 
Mr.  LeSourd:    No  objection. 
Mr.  Moriarty:     Same  objection. 
The   Court:     It  may  be   admitted  on  the   same 
basis,  that  the  matter  refers  only  to  the  issues  as 
outlined  to  the  Jury  yesterday  afternoon. 

(Defendants'  Exhibit  A-140  [4942]  admitted 
in  evidence.) 
Mr.  Griffin:    And  A-141. 
Mr.  LeSourd:    No  objection. 
Mr.  Moriarty:     Same  objection. 
The  Court:    A-141  may  be  admitted  on  the  same 
basis. 

(Defendants'  Exhibit  A-141  admitted  in  evi- 
dence.) 
Mr.  Griffin:     And  A-142. 
Mr.  LeSourd:    No  objection. 
Mr.  Moriarty:    Same  objection. 
The  Court:    It  likewise  is  admitted  on  the  same 
basis  as  A-139  and  subsequent  admitted  exhibits. 

(  Or  fondants'  Exhibit  A-142  admitted  in  evi- 
dence.) 
Mr.  Griffin:     May  I  refer  to  the  exhibit  now,  if 
the  Court  please? 
A-139  is  headed: 

"Presentation  of  Facts  and  Arguments  in  Sup- 
~v  -  l  of  Position  That  L.  Hides  Taylor  and  Jessie 
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M.  Taylor,  His  Wife,  Are  Not  Subject  to  the  Pen- 
alties prescribed  by  Section  141  of  the    [nternal 
Revenue    Code   for   the   Taxable    Years    1012-1047 
Inclusive."  [4943] 

Q.     (By  Mr.  Griffin):     You  have   testified   I 
this  is  the  statement  submitted  to  the  staff,  [nter- 
nal Revenue  Staff?  A.    That  is  correct. 

Mr.  Griffin:  There  is  an  opening  statement  en- 
titled "Opening  Statement,"  which  T  will  not  read 
winch  is  the  charge. 

The  second  page,  "The  Facts,"  paragraph  num- 
ber 1.  "History  of  Taxpayer"  in  detail,  "(b) 
Schooling."  Referring  to  the  education  of  Mr.  Tay- 
lor. "(c)  Business  Experience  of  Taxpayer,"  in 
considerable  detail,  "(d)  Living  Habits,"  on  page 
five,  "(e)  Development  of  Taxpayer's  Accounting 
Practice."  "(f)  Taxpayer's  Bookkeeping  Methods," 
in  detail,  "(g)  History  of  Income  Tax  Examina- 
tion"; that  is  by  the  Agents,  "(h),"  an  argument 
of  "Substantial  Estate  Not  Required."  And  on  page 
nine,  under  the  heading  of  "Argument."  the  argu- 
ment made  against  the  claim  of  fraud.  I  would 
like  to  read  it  but  it  is  too  long  for  my  present 
purpose  in  reading. 

A-140  is  the  letter  from  Mr.  Sager,  February  15, 
1950,  to  Mr.  Kachlein,  advising: 

"The  Attorney  General  has  forwarded  to  me  for 
prosecution  the  investigative  file  in  the  above  en- 
titled matter."   [4944] 

That  is  L.  Hicks  Taylor. 
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"I  have  reviewed  the  file  and  contemplate  filing 
criminal  charges. 

"The  Attorney  General  suggests  that  before  any 
formal  action  is  taken  that  I  give  you  an  oppor- 
tunity to  be  heard  in  behalf  of  the  taxpayer.  If 
you  wish,  I  shall  be  glad  to  see  you  concerning  this 
matter  prior  to  taking  any  definite  action.  Since 
prosecution  will  cover  the  year  1943  charges  will 
have  to  be  filed  prior  to  March  12.  So,  if  you  plan 
to  see  me,  you  should  arrange  to  do  so  prior  to  that 
time.  Yours  very  truly,  Harry  Sager,  Assistant 
United  States  Attorney." 

To  which  A-141  is  the  reply  of  Mr.  Kachlein  of 
February  17th,  arranging  for  the  appointment. 

A-142  is  Mr.  Kachlein 's  letter  to  Mr.  Coventry, 
United  States  Probation  Officer,  March  20,  1950, 
setting  out  on  pages  one  and  two  references  in  bei 
half  of  Mr.  Taylor,  and  that  goes  over  to  the  middle 
of  page  three.  Beginning  at  the  middle  of  page 
three  the  statement  of  assets  and  liabilities  of  Mr. 
Taylor,  total  of  $°04,907.80.  The  next  page  in  ex- 
planation o^  mn+ters  involved  as  of  March  20,  1950. 

O.  f  "Bv  Mr.  Griffin)  :  Now,  when  was  the — was 
a  time  f]r^fM)vo(].  was  a  time  arranged  for  the  sen- 
tence of  Mr.  Taylor? 

A.  As  of  this  date,  no,  Mr.  Coventry  at  the  time 
we  had  our  original  meeting,  stated  that  normally 
an  invostigation  such  as  would  be  conducted  on 
behalf  of  the  Court  would  take  anywhere  from  six 
weeks  to  two  months,  that  we  might  anticipate 
somewhere  around  Mav  1st  as  the  sentencing  date. 
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Later  on  the  date  was  set  but  that  was  a  week 
before  actual  sentencing  was  had  which  was  April 
25,  1950. 

Q.     As  of 

Mr.  Griffin:  Strike  that.  Will  you  mark  these 
two  letters  as  one  exhibit,  the  top  one  March  31, 
1950  f 

The  Clerk:  Defendants'  Exhibit  Number  A-143 
marked  for  identification. 

(Defendants'  Exhibit  A-143  marked  for  iden- 
tification.) 

Q.     (By  Mr.  Griffin  continuing)  :     Handing  you 
:  Exhibit  A-143  for  identification  I  will  ask  you  if 
i  the  first  letter  dated  March  31,  1950,  is  a  letter  to 
you  from  Mr.  Sager  in  this  matter? 

A.     Yes,  it  is,  sir.  [4946] 

Q.  And  the  second  letter  is  a  copy  enclosure 
with  that  letter  under  date  of  March  29th,  a  letter 
from  Mr.  Stockton  to  Mr.  Sager? 

A.     Yes,  it  is,  sir. 

Mr.  Griffin :    T  will  offer  A-143  for  identification. 

Mr.  Moriarty:    Same  objection. 

Mr.  LeSourd:     No  objection. 

The  Court:  It  will  be  admitted  as  the  immedi- 
ately preceding  exhibits  have  been  admitted  and 
the  Court  again  advising  the  Jury  that  this  matter 
rentes  not  to  the  charge  contained  in  the  Indict- 
ment but  the  issue  as  outlined  to  the  Jury  yester- 
day. 

(Defendants'  Exhibit  A-143  admitted  in  evi- 
dence.) 
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Mr.  Griffin:  The  first  letter  from  Mr.  Sager  to 
Mr.  Kaehlein  is  dated  March  31,  1950,  and  bears  a 
stamp  received  April  1,  1950,  which  states  that  it 
is  enclosing  a  statement  from  Mr.  Stockton  of  the 
tax  unit  in  regard  to  the  outlined  deficiencies  and 
liabilities  of  Mr.  Taylor  for  the  years  referred  to 
in  Mr.  Stockton's  letter,  being  1942  to  1947,  giving 
the  claimed  deficiency  and  the  penalties  claimed 
for  each  of  those  years.  The  total  is  not  stated  in 
the  letter.  [4947] 

Q.  (By  Mr.  Griffin) :  These  figures,  or  the  pen- 
cil figures,  Mr.  Kaehlein,  do  you  know  whose  those 
are? 

A.     Those  are  in  my  handwriting,  sir. 

Q.    And  represent  the  total  of  the  claim? 

A.  The  total  of  the  deficiency,  the  total  of  the 
penalty,  and  the  total  of  the  six  per  cent  or  the 
penalty  under  Section  294. 

Q.  A  total  as  of  that  date  claimed  by  the  Gov- 
ernment of  $52,257.68? 

A.     That  is  right,  if  my  addition  is  right. 

Q.  Yes,  sir.  Now,  the  date  of  this  letter  is 
March  31,  1950,  and  the  receiving  stamp  is  April  1, 
1950.   Now,  when  did  you  first  meet  Hans  Forster? 

A.  I  met  Hans  Forster  on  March  30,  1950,  at 
my  office. 

Q.  When  first  did  you  have  knowledge,  that  is, 
in  any  professional  way,  of  an  individual  by  the 
name  of  Hans  Forster,  in  connection  with  this  mat- 
ter? 
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A.  I  don't  quite  understand  "in  connection  with 
this  matter." 

Mr.  Griffin:    I  will  withdraw  that  question. 
Q.     (By  Mr.  Griffin  continuing):    Will  you  state 
to  the  Jury  what  occurred  and  how  you  happened 
to  meel  Mr.  Forster?  A.     Yes,  I  will. 

Q.     If  you  will. 

A.  On  the  29th  of  March  1950,  Mr.  Taylor 
railed  me  by  telephone  and  stated  that  he  wanted 
to  have  a  conference  with  me  and  to  meet  a  Mr. 

I  Hans  Forster  as  Mr.  Forster  had  some  corporate 

*  minutes  or  corporate  records  to  discuss.  Prior  to 
that  time,  however,  I  had  heard  of  Mr.  Forster  from 

i  Mr.  Taylor  over  a  period  of,  well,  I  would  say 
several  years.   By  that  I  mean  probably  two  years. 

1  He  had  talked  from  time  to  time  with  me  about 
the  various  people  whom  he  did  work  for  and  took 
great  pride  in  representing  a  Mr.  Forster  and  Mr. 

1  Forster 's  businesses  so  that  I  did  know  of  Mr.  For- 
ster but  I  had  never  met  him  in  person  nor  did  I 
have  anything  from  a  legal  standpoint  to  do  with 
him  until  the  following  day,  which  was  March  30, 
1950.  In  addition  T  had  heard  about  Mr.  Forster 
from  a  Mr.  Clarence  Hagstrom,  the  chap  who 
testified  earlier  in  the  case.  Mr.  Hagstrom  is  an  in- 
surance man  and  Mr.  Hagstrom  had  talked  to  me 
at  one  time  in  1949  stating  [4949]  that  he  had  been 
doing  some  work  for  a  Mr.  Forster  and  was  hope- 
ful that  sometime  he  might  bring  him  to  our  office 
as  he  felt  he  needed  some  assistance  in  forming 
some  family  trust  and  an  insurance  program. 
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Mr.  Moriarty:  This  is  a  point  unresponsive  and 
entirely  unrelated  what  Mr.  Hagstrom  said  to  him. 

Mr.  Griffin:    I  will  proceed. 

The  Court:    I  believe  that  is  correct. 

Q.  (By  Mr.  Griffin)  :  With  the  conference  with 
Mr.  Taylor 

Mr.  Moriarty:  (Interposing)  I  move  that  that 
part  referring  to  Hagstrom  be  stricken. 

Mr.  Griffin:  I  asked  the  question  originally  and 
I  think  Mr.  Kachlein  was  answering  whether  he 
heard  of  Mr.  Forster. 

The  Court:  I  think  the  portion  relating  to  Mr. 
Hagstrom's  conversation  should  be  stricken. 

Mr.  Kachlein:     Sorry,  your  Honor. 

Q.  (By  Mr.  Griffin  continuing)  :  Now,  Mr.  Tay- 
lor called  you  for  a  meeting  with  Mr.  Forster  ? 

A.    Yes,  sir. 

Q.     And  when  was  that  conference  held? 

A.  That  conference  was  held  the  following  day 
on  [4950]  March  30,  1950. 

Q.     And  who  was  present? 

A.     Mr.  Forster  and  Mr.  Taylor  and  myself. 

Q.  Was  that  the  first  time,  March  30,  1950,  that 
you  ever  personally  met  Hans  Forster? 

A.  To  the  best  of  my  knowledge  and  recollection 
it  certainly  is. 

Q.  It  is  the  first  time,  so  far  as  you  know,  that 
Mr.  Hans  Forster  had  any  professional  business  in 
your  office?  A.     Yes,  sir. 

Q.     With  your  firm,  I  mean? 

A.     With  our  firm  or  myself. 
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Q.  Had  Mr.  Taylor  brought  you,  in  October  or 
November,  1949,  or  at  auy  time  prior  to  March  30, 
1950,  any  books  or  records  of  any  of  Mr.  Forster'a 
enterprises,  Finstad  and  Utgard  or  any  others  '. 

A.     No,  sir. 

Q.     Had  you  ever  heard  of  Finstad  and  Utgard  ? 

A.     No,  sir. 

Q.     Until  March  30,  1950? 

A.     That  is  correct. 

Q.  And  did  this  conference  on  March  30,  1950, 
with  Mr.  Forster  have  anything  to  do  with  [4951] 
!  taxes'?  A.     It  did  not,  sir. 

Q.  What  was  the  business  for  which  Mr.  Taylor 
brought  Mr.  Forster  to  your  office? 

A.  There  were  two  phases  to  it.  One  was  a  gen- 
eral resume  of  the  businesses  which  Mr.  Forster 
!  owned,  or  had  an  interest  in.   He  told  me  that 

Q.  (Interposing)  Let  me  stop  you  there  for  a 
moment.  Did  you  make  a  memorandum  at  the  time 
of  this  first  meeting  with  Mr.  Forster? 

A.  I  made  a  pencilled  memorandum  as  he  was 
talking  and  converted  it  into  a  typewritten  mem- 
orandum, I  believe,  on  April  1,  1950. 

Q.  Was  that  the  usual  practice  by  you  and  your 
firm  in  dealing  with  a  new  client,  or  possible  client? 

A.  Yes.  We  tried  to  do  it  particularly  where 
there  were  a  number  of  items  discussed  in  which 
some  of  them  were  substantial  in  nature. 

Mr.  Griffin:  Will  you  mark  this  memorandum 
for  identification,  please? 
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The  Clerk:  Defendants'  Exhibit  Number  A-144 
marked  for  identification. 

(Defendants'  Exhibit  A-144  marked  for  iden- 
tification.)   [4952] 

Q.  (By  Mr.  Griffin)  :  Handing  you  A-144  for 
identification,  is  that  your  office  copy  of  the  memo- 
randum made  at  that  time,  one  of  the  office  copies? 

A.     Yes,  it  is ;  it  is  the  original. 

Q.  Now,  will  you  proceed  to  tell  the  Jury  the 
nature  of  that  conference  and  its  purpose  1 

A.  As  I  started  to  say,  it  was  in  two  phases. 
One  was  to  give  me  a  general  picture  of  Mr.  For- 
ster's  holdings.  It  started  out  by  telling  about  his 
interest  in  Alpine  Dairy,  Issaquah  Creamery,  Al- 
pine Ice  Cream  Company,  Finstad  and  Utgard, 
Puyallup  Creamery  or  Simonson  and  Forster  as  it 
has  been  used  here,  Renton  Ice  and  Ice  Cream  Com- 
pany, the  general  nature  of  the  business  and  of 
these  businesses  and  the  ownership  which  Mr.  For- 
ster had  in  them,  the  purpose  being  to  give  us  a 
general  idea  of  his  operations  so  that  in  the  event 
any  matter  came  up  during  the  time  that  Mr.  Taylor 
was  serving  sentence,  if  he  was  required  to  do  so, 
that  someone  would  have  some  legal  knowledge  in 
general  of  his  holdings.  Furthermore,  to  provide 
for  an  assistant  secretary  or  assistant  treasurer  for 
these  companies  as  Mr.  Taylor  was  assistant — as 
Mr.  Taylor  was  either  secretary  or  treasurer  of 
these  companies,  [4953]  or  both,  so  that  someone 
would  be  on  hand  with  which  to  take  care  of  the 
normal,  routine  work  that  needed  to  be  done  and 
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also  at  the  same  time  was  brought  in  the  Finstad 
and  Utgard  matter  with  regard  to  the  acquiring 
from  Mr.  Croson,  an  attorney,  of  certain  stock 
wliich  had  been  placed  in  escrow  witli  him  which 
has  been  testified  to  in  this  matter  before  for  us 
to  prepare  the  necessary  papers  to  get  the  stock 
out  of  escrow. 

Q.  The  Finstad  and  Utgard  stock  as  of  that  time 
had  been  paid  for  and  the  matter  now  closing 

A.  (Interposing)  I  was  told  that  it  had  been 
paid  for  and  that  all  that  needed  to  be  done  was 
to  obtain  the  stock  from  Mr.  Croson.  I  called  Mr. 
Croson  at  that  time.  He  said  he  would  have  to  get 
lie  file  out  and  call  me  back  later. 

Q.  Now,  you  say  that  Mr.  Taylor  attended  this 
conference  with  Mr.  Forster? 

A.     Oh,  yes,  he  brought  him  in,  sir. 

Q.  Was  Mr.  Taylor  on  bond,  out  on  bail  bond 
awaiting  sentence  at  that  time? 

A.     He  was,  sir. 

Q.  From  whom  did  you  obtain  most  of  your  in- 
formation in  this  conference,  or  was  it  from  both, 
or  how?  [4954] 

A.     Well,    the    information    was    obtained    from 
far.  Taylor  insofar  as  the  holdings  were  concerned 
and  a  general  picture  of  the  financial   set  up   of 
these  corporations.    I  was  amazed  to  find,  franl 
the  size  of  the  businesses. 

Mr.  Griffin:     I  offer  in  evidence  Exhibit  A-144. 

Mr.  LeSourd:  I  will  object  to  this  one,  your 
Honor.   He  has  outlined  in  detail 
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Mr.  Griffin:    I  will  not  urge  it. 

Mr.  Moriarty:    We  haven't  seen  it,  your  Honor. 

Mr.  Griffin:    I  am  sorry. 

The  Court:    You  are  withdrawing  your  offer? 

Mr.  Griffin:  Yes,  your  Honor,  I  will  withdraw 
the  offer. 

Q.  (By  Mr.  Griffin) :  What  was  stated  to  you 
by  Mr.  Forster  or  Mr.  Taylor  at  that  time,  if  you 
can  segregate  one  from  the  other,  as  to  the  stock 
ownership  of  Finstad  and  Utgard? 

Mr.  LeSourd:  Objected  to  as  irrelevant  and  im- 
material. This  is  1950,  your  Honor.  This  is  going 
beyond  now  the  whole  subject  of  this  phase  of 
[4955]  the  case. 

The  Court:  I  don't  know  what  the  purpose  of 
it  is.  As  to  the  issues  involved  in  the  charge  it 
would  not  have  any  connection. 

Mr.  Griffin :  Tt  goes  to  the  credibility  of  Mr.  Tay- 
lor hero  in  statements  made;  this  one  particularly. 

The  Court:  I  will  overrule  the  objection  and 
consider  a  motion  later  and  I  will  advise  the  Jury 
that  testimony  regarding  Finstad  and  Utgard  is 
not  to  bo  considered  in  connection  with  the  charge 
of  tax  evasion  as  sot  forth  in  the  Indictment.  You 
may  proceed. 

A.  T  was  advised  by  Mr.  Taylor  that  the  owner- 
ship in  Finstad  and  Utgard  was  one  hundred  per 
cent  Mr.  Forster  as  of  that  date,  sir. 

Q.     (By  Mr.  Griffin):     Yes,  sir;  now 

Tho  Court:  (Interposing)  Again,  Members  of 
tho  T"rv\  incf  po  f]nnt  if  ip  clear,  all  this  testimony 
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I  lis  a  bearing  on  the  credibility  of  either  Mr.  For- 

ster  or  Mr.  Taylor. 

Q.  (By  Mr.  Griffin  continuing):  Now,  on  or 
about  April  4,  1950,  did  you  have — do  you  recall  a 
conference  with  [4956]  Mr.  Taylor  in  regard  to  his 
license  in  the  State  of  Washington? 

A.    I  do,  sir. 

Q.  And  will  you  tell  the  Jury  did  you  have  a 
conference  with  him  about  it? 

A.  I  don't  recall  whether  it  was  a  conference 
or  a  telephone  conversation  but  Mr.  Taylor  did  ad- 
vise me  that  he  had  received  a  letter  from  the  State 
Accounting  Board  whereby  they  had  notified  him 
that  his  license  was  suspended  and  that  if  he  de- 
sired to  have  a  hearing  on  the  matter  he  could  do 
so.  Mr.  Taylor  asked  me  what  rights,  if  any,  he 
would  have  with  respect  to  the  practicing  of  ac- 
counting in  the  event  of  the  suspension  of  his  li- 
cense and  what  action  he  could  take  as  of  that 
time  with  regard  to  a  hearing.  We — I  think  that  is 
about  all  that  took  place  at  that  date,  sir. 

Q.  Will  you  follow  through  as  to  that  as  to  any- 
thing you  did  in  that  connection  in  behalf  of  Mr. 
Taylor  as  to  the  license? 

A.  Yes.  I  checked  the  statute,  or  had  one  of  the 
men  in  the  office  check  the  statute,  to  find  out  what 
rights  he  had  both  as  to  a  hearing  and  as  to  prac- 
ticing even  though  a  suspension  was  under  way, 
and  advised  Mr.  Taylor  of  that.  Furthermore,  I 
Was  [4957]  contacted  by  Mr.  Comer,  C-o-m-e-r 
(spelling)  I  believe  is  the  spelling  of  it,  who  was  the 
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Secretary  of  the  State  Accounting  Board,  and  lie 
asked  me  if  Mr.  Taylor  would  desire  to  have  a 
hearing  as  of  that  time  and  what  the  status  of  his 
case  was  with  respect  to  the  Government.  That  is, 
the  United  States  against  L.  Hicks  Taylor.  I  ad- 
vised him.  Mr.  Taylor  and  I  discussed  it  further 
and  following  that  I  wrote  to  Mr.  Comer  in  behalf 
of  Mr.  Taylor,  with  Mr.  Taylor's  approval,  advis- 
ing him  of  the  position  of  Mr.  Taylor,  namely  that 
we  desired  that  we  have  a  hearing  subsequent  to 
the  time  that  final  action  was  had  on  the  sentencing 
of  Mr.  Taylor  before  Judge  Leavy  and  that  when 
the  matter  was  finally  determined  in  his  criminal 
case  then  we  would  like  to  have  the  hearing. 

Q.  Was  that  arranged?  Were  you  endeavoring 
to  arrange  it  so  that  Mr.  Taylor  could  personally 
appear  before  the  Board,  or  whatever  it  is,  in  his 
own  behalf?  A.     That  is   correct. 

Mr.  Griffin :    Will  you  mark  this  % 

The  Clerk:  Defendants'  Exhibit  Number  A-145 
marked  for  identification. 

(Defendants'  Exhibit  A-145  marked  for  iden- 
tification.)  [4958] 

Q.  (By  Mr.  Griffin)  :  And  that,  of  course,  could 
not  be  done  while  he  was  at  McNeil  Island? 

A.     That  is  correct. 

Q.  And  is  that  what  Mr.  Taylor  wanted  to  do, 
to  make  a  personal  appearance? 

A.     He  certainly  did. 

Q.  Handing  you  Exhibit  A-145  for  identification 
I  will  ask  you  if  that  is  your  office  copy  of  April 
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18,  1950,  to  the  State  Board  of  Accountancy,  atten- 
tion Mr.  Comer,  in  regard  to  this  matterl 

A.     Yes,  it  is. 

Q.  And  was  a  definite  arrangement  made  thai 
no  hearing  would  bo  had  in  regard  to  the  suspen- 
sion of  Mr.  Taylor,  or  any  petition  for  reinstate- 
ment until  after  he  had  terminated  his  sentence  I 

A.    No,  at  that  time  there  was  no  arrangement 

ftlong  that  line,  Mr.  Griffin.  The  only  understanding 

that  we  bad  was  to  the   effect  that  he   would  be 

!  given   the  opportunity  to  attend  and  be  heard  at 

a  hearing  after  the  case  of  United  States  against 

Taylor  was  finally  determined,   and   that   was  not 

only  after  consultation  with  Mr.  Comer,  but  also 

pith    another    member    of    the    State    Accounting 

!  Board.  [4959] 

Mr.  Griffin :    I  offer  A-145. 

Mr.  LeSourd:    No  objection. 

Mr.  Moriarty:  Except  our  usual  objection,  your 
Honor,  that  it  is  immaterial  and  entirely  outside 
the  issue. 

The  Court:  The  objection  may  show  on  the  part 
jof  the  Government.  There  being  no  objection  from 
Mr.  Taylor  it  may  be  omitted. 

(Defendants'  Exhibit  A-145  admitted  in  evi- 
dence.) 

Mr.  Moriarty:  We  have  inspected  144  and  except 
for  the  same  objection  we  have  no  objection. 

Mr.  Griffin:  Well,  on  Counsel's  objection  I  with- 
drew the  offer  of  A -144.  That  was  Mr.  LeSourd's 
iobjection. 
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Exhibit  A-145  is  dated  April  18,  1950,  attention 
Mr.  Roy  C.  Comer.  I  read  the  last  paragraph: 

"It  is  the  understanding  of  the  undersigned  and 
Mr.  Taylor  that  this  suspension  shall  remain  in 
effect  until  final  action  is  taken  by  the  U.S.  Dis- 
trict Court  in  the  Case  of  United  States  vs.  L. 
Hicks  Taylor,  No.  16043,  and  that  after  such  action 
is  taken  by  said  Court,  the  matter  will  then  be  up 
for  further  consideration  by  [4960]  your  Board,  at 
which  time  Mr.  L.  Hicks  Taylor  will  be  afforded 
the  opportunity  of  a  hearing.  In  the  meanwhile 
however,  his  license  to  practice  as  a  Licensed  Pub- 
lic Accountant  is  suspended." 

Q.  (By  Mr.  Griffin)  :  Now,  on — did  you  have  a 
conference  on  or  about  April  17,  1950,  with  Mr. 
Coventry  the  Probation  Officer  in  regard  to  Mr. 
Taylor  and  the  contents  of  a  letter  which  you  had 
written  him,  which  is  in  evidence  % 

A.     I  did,  sir. 

Q.    As  Exhibit  A-142? 

A.     I  did,  sir,  in  Tacoma. 

Q.     And  did  you  also  confer  with  Mr.  Sager? 

A.     I  did,  sir,  at  the  same  time  in  Tacoma. 

Q.  Then  on  or  about  April  18,  1950,  was — did 
you,  as  attorney  for  Mr.  Taylor,  arrange  with  Mr. 
Sager  for  the  sentencing  of  Mr.  Taylor? 

A.    Yes,  I  did. 

Q.  And  do  you  recall  what  date  that  sentenci 
was  to  come  on? 

A.  It  was  to  come  on  April  25th  at  10 :00  a.m.  in 
the  morning,  1950. 
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Q.  In  connection  with  the  matter  of  sentence 
on  April  18th,  do  you  recall  any  conference  with 
Mr.    [49(111   Taylor? 

A.  I  don't  know  whether  it  was  at  that  exact 
dale  or  not  but  1  had  a  conference  with  him  be- 
cause I  had  to  prepare  a  statement  thai  would  be 
made  in  his  behalf  at  the  sentencing  on  the  25th. 

Q.  And  did  you  go  over  with  him  the  matter 
of  the  statement  that  you  wTould  make  and  that  he 
would  make  to  the  court  I  A.     T  did,  sir. 

Q.  And  was  the  statement  that  he  was  to  make 
satisfactory  to  you  as  his  attorney  and  the  one  that 
you  were  to  make  satisfactory  to  him  as  your  client  \ 

A.     So  far  as  I  knew,  Mr.  Griffin. 

Q.  Now,  between  April  18th  and  19th  and  the 
date  of  sentence,  April  25th,  did  you  prepare  a  will 
for  Mr.  Taylor? 

A.  I  did,  sir,  about  the  22nd  of  April,  as  I 
recall.  It  was  executed  in  my  office  on  a  Saturday 
morning. 

Q.  Now,  on  April  24th,  the  day  before  the  sen- 
tence, did  you  haYc  a  conference  with  Mr.  Taylor? 

A.  T  don't  know  whether  T  had  a  conference 
with  him  or  a  telephone  call.  Mr.  Griffin.  I  do  know 
that  T  had  one  or  the  other,  sir. 

Q.     Was  there  a  Mr.  Hall  in  your  office?  [49fi2] 

A.     Yes,  there  was.  Ford  Hall. 

Q.  Hoes  that  refresh  your  recollection  as  to  any 
conference  or  telephone   call?  A.     It   doesn't. 

Q.     All  right.  Now,  on  April  25th  what  occurred  I 

A.     On  April  25th  I 
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Q.  (Interposing)  Let  me  stop  yon  there,  before 
I  go  to  April  25th. 

Between  the  time  of  your  first  introduction  to 
Mr.  Forster  on  March  29,  1950  or  March  30th— 
March  30,  1950,  and  April  28th,  during  that  ap- 
proximate month,  did  anything  arise  as  between 
you  and  Mr.  Taylor  in  connection  with  any  tax 
matter  of  Mr.  Forster? 

A.  Yes,  there  was  one  item  that  was  called  to 
my  attention,  somewhere  between  the  20th  and  the 
25th  of  April,  which  dealt  with  the  stock  ownership 
of  Finstad  and  Utgard  and  had  relation  to  taxes. 
I  had 


Q.  (Interposing)  Well,  I  won't  ask  you  for  any 
detail  in  that  regard.  That  is  the  one  item  that 
arose  % 

A.  That  and  the  subsequent  item  was,  as  I  re- 
call, the  afternoon  of  April  24th,  the  day  [4963] 
before  the  sentencing.  I  did  contact  Mr.  Taylor  by 
telephone  with  respect  to  a  telephone  call  I  had  had 
from  Mr.  Forster  dealing  with  the  investigation. 

Q.  All  right;  will  you  relate  that?  That  is  the 
incident  I  want  you  to  relate  to  the  Jury  at  this 
point. 

Mr.  Griffin :    Mr.  Moriarty  says  it  is  recess. 

The  Court:  All  right.  Ladies  and  Gentlemen  of 
the  Jury :  We  will  now  take  the  mid-morning  recess 
and  the  Court  calls  your  attention  to  the  admoni- 
tion given  you  on  similar  occasions  and  asks  that 
you  heed  it  on  this  occasion. 

Yon  may  now  be  excused. 
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(Whereupon,  the  Jury  retired  from  the 
courtroom.) 

(Whereupon,  at  11:01  o'clock,  a.m.,  a  recess 
was  had  until  11:17  o'clock,  a.m.  May  6,  ~\U~>4, 
at  which  time,  Counsel  and  Defendants  here- 
tofore noted  being  present,  the  following  pro- 
ceedings were  had,  to-wit:) 
The  Court:    You  may  call  the  Jury. 

(Whereupon,  the  Jury  was  returned  to  the 
courtroom.) 
The  Court:    You  may  be  seated.  [4964] 
It  is  stipulated  that  the  Jury  and  all  Defendants 
are  present  in  the  courtroom? 
Mr.  Griffin:     Yes,  your  Honor. 
Mr.  Moriarty:     Yes,  your  Honor. 
The  Court:    You  may  proceed,  Mr.  Griffin. 
Q.     (By  Mr.  Griffin  continuing)  :     I  think,  Mr. 
Kachlein,   you   were   dealing  with   April   23rd,   or 
April  24th,  just  before  the  sentence  on  April  25th 
and  you  had  had  a  telephone  call  from  Mr.  Forster. 
A.     That  is  correct. 
Q.     What  date  was  that? 
A.     That  was  on  April  24,  1950. 
Q.     And  that  would  be  the  Monday  before  the 
sentence  on  Tuesday  then? 
A.     That  is  right. 
Q.     What  was  that  call? 

A.  Mr.  Forster  called  and  advised  me  that  a 
Treasury  Department  Agent  had  contacted  him,  a 
Mr.  Marx,  stating  that  he  desired  to  examine  the 
books  and  records  of  Mr.  Forster  and  certain  of  his 
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companies  and  that  he  had  related  that  information 
to  Mr.  Taylor — to  Mr.  Taylor  and  that  Mr.  Taylor 
had  stated,  in  effect,  that  they  couldn't  examine 
the  books  [4965]  while  Mr.  Taylor  was  away  as 
Mr.  Taylor  was  the  one  that  had  them  and  knew 
all  about  the  matter  and  that  he  didn't  see  how 
that  conld  be  done.  Mr.  Forster  stated  that  he  was 
disturbed  about  that  position  and  what  did  I  think 
about  it.  I  told  him  that  if  the  Government  had 
determined  to  examine  the  books  and  records  they 
were  going  to  be  examined  and  that  something 
should  be  done  to  see  that  that  was  carried  out 
immediately  and  that  I  would  call  Mr.  Marx,  pro- 
viding it  was  satisfactory  with  Mr.  Forster,  and 
arrange  for  a  date  for  a  meeting  to  discuss  it  with 
him. 

Mr.  Forster  stated  it  was  satisfactory  to  him  and 
that  he  was  terribly  concerned  and  didn't  know 
which  way  to  turn.  I  made  the  suggestion  that  it 
might  be  handled  by  employing  a  firm  of  account- 
ants to  look  into  the  matter  and  assist  him  in  the 
event  of  an  investigation  by  the  Government. 

That  was  the  conversation,  in  effect,  that  I  had 
with  Mr.  Forster. 

Q.  Bid  Mr.  Marx  advise  you  they  were  investi- 
gating all  the  accounts  of  Mr.  Taylor? 

Mr.  LeSourd:  Objected  to,  your  Honor,  on  the 
grounds  this  is  not  a  conversation  with  Mr.  Mar?:. 

The  Court:     Objection  sustained. 

Q.  (By  Mr.  Griffin  continuing)  :  Did  you  talk- 
to  Mr.  Taylor  about  Mr.  Forster's  call? 
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A.  Yes.  I  called  Mr.  Taylor  that  afternoon.  T 
had  two  things  in  mind.  One  was  Mr.  Forster's  call 
and  the  other  was  to  be  set  for  the  neart  day  going 
DTer  there.  And  then  in  discussing  Mr.  Forster's  call 
I  told  him  the  conversation  I  had  had  and  told  him 
I  didn't  think  we  could  postpone  the  examination 
until  such  time  as  he  would  return  from  prison 
and  we  didn't  know  at  that  time  what  his  sent  once, 
if  any,  would  be.  Therefore,  I  asked  him  to  con- 
sider whether  or  not  we  should  employ,  in  behalf 
of  Mr.  Forster,  an  accountant  and  discussed  with 
him  the  possibility  of  taking  some  national  account- 
ing firm  and  that  we  would  discuss  it  further  as 
we  went  to  Tacoma  the  next  day. 

Q.  At  about  that  time  was  a  conference  arranged 
with  Mr.  Marx? 

A.  I  called  Mr.  Marx  that  afternoon  also  and 
told  him  I  had  had  the  conversation  with  Mr.  For- 
ster and  as  I  was  going  to  Tacoma  the  next  day  on 
the  Hicks  Taylor  case  I  would  appreciate  it  if  we 
could  have  the  conference  the  following  day  and  it 
was  arranged  [4967]  for  ten  o'clock  in  my  office  on 
Wednesday,  April  26,  1950,  which  was  satisfactory 
to  him. 

Q.  Did  you  drive  Mr.  Taylor  to  Tacoma  on 
April  25th? 

A.  Yes,  I  did.  I  picked  Mr.  Taylor  up  at  his 
home  and  took  him  to  Tacoma.  Our  appearance  was 
set  for  ten  o'clock  in  Judge  Leavy's  court  in  Ta- 
coma. 

Q.     Now,  on  the  way  over  did  you  have  any  dis- 
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cussion  with  Mr.   Taylor  about  this  contemplated 
investigation  by  the  Government  of  Mr.  Forster's 
tax  matter? 

A.  Yes,  we  had  quite  a  lengthy  conversation 
about  it.  It  dwelt  first  on  how  the  investigation 
would  be  handled  in  behalf  of  Mr.  Forster.  I  told 
him  I  felt  it  was  essential  that  we  employ  a  reput- 
able well-known  national  accounting  firm  to  handle 
this  matter  by  reason  of  the  size  of  the  operation 
due  to  the  fact  that  Mr.  Taylor  who  had  been  han- 
dling the  books  was  not  going  to  be  there  and  sug- 
gested several  names  of  national  firms.  Mr.  Tay- 
lor, after  listening  to  the  suggestions  that  were 
made,  indicated  that  he  would  prefer  to  have  the 
firm  of  Touche,  Niven,  Bailey  and  Smart,  the  pres- 
ent accountants  that  Mr.  Forster  has,  for  two  rea- 
sons: [4968] 

One  was  that  Mr.  Alkire,  who  was  one  of  the 
senior  men  in  the  firm,  was  formerly  a  government 
man  and  knew  the  routine  of  examination  conducted 
by  the  government;  and  the  second  thing  was  that 
Mr.  Tremper  was  on  the  accounting  board  and 
maybe  by  turning  over  some  business  to  him  of 
this  nature  it  would  help,  by  helpful,  to  him  when 
his  case  on  suspension  would  again  be  heard  before 
the  accounting  board  and  we  agreed  mutually  that 
I  should  recommend  to  Mr.  Forster  in  behalf  of 
Mr.  Taylor  and  myself  that  that  firm  be  employed 
and  that  firm  carry  out  the  investigation  work  in 
behalf  of  Mr.  Forster  and  the  accounting  work. 

We  discussed  how  the  work  could  be  carried  out. 
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Mr.  Taylor  took  the  position— he  felt — thai  even 
if  they  did  come  in,  true  they  could  keep  the  books 
and  records  going  but  insofar  as  the  previou 
were  concerned  it  was  going  to  be  difficult  for  them 
to  understand  the  transactions  that  had  been  going 
along  but  that  he  had  taken  out  to  Issaquah  Cream- 
ery all  the  books  and  records  and  working  papers 
!  that  he  had  in  his  office  and  they  would  be  there 
and  available  for  their  use  in  connection  with  the 
investigation. 

Q.     By  "their  use",  who  do  you  mean?  [4969] 

A.  The  accountants,  any  person  who  needed  to 
j  go  into  the  records  to  determine  whether  or  not  the 
\  taxes  were  properly  reported. 

Q.  By  the  way,  had  you  up  to  that  time,  which 
is  now  April  28th 

A.     (Interposing) :     25th. 

Q.     (Continuing) :     25,   1950,  had  you  ever 

seen  any  of  the  books,  records,  working  papers,  or 
anything  else  of  Hans  Forster,  Issaquah  Creamery, 
Alpine  Dairy? 

A.  No;  none  whatsoever  with  the  exception  of, 
I  believe,  the  minute  book  and  stock  book  of  Fin- 
stad  and  Utgard. 

Q.  And  when  did  you  first  see  the  minute  book 
and  stock  book  of  Finstad  and  Utgard? 

A.  Well,  I  know  it  was  not  earlier  than  March 
30th  and  I  am  quite  sure  in  my  mind  that  they  were 
brought  in  that  date.  It  may  have  been  a  day  or 
two  later.   I  am  not  certain  of  that. 

Q.    March  30th 
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A.     (Interposing)  :    March  30,  1950,  sir. 

Q.  Now,  at  Tacoma  at  the  time  of  sentence  did 
Mr.  Taylor  make  a  statement  in  his  own  behalf  of 
the  nature  you  had  gone  over  with  him  before? 

A.    Yes,  he  did,  sir.   [4970] 

Q.  Did  he  state  he  was  very  negligent  in  keep- 
ing his  own  records,  and  careless? 

A.     Yes,  he  did. 

Q.     And  did  you  make  a  statement  in  his  behalf  ? 

A.    Yes,  I  did,  sir. 

Q.  And  was  that  in  part  upon  the  same  basis 
that  Mr.  Taylor  had  made  his  statement? 

A.     Yes,  it  was  in  part  on  that,  yes,  sir. 

Q.    Now,  Mr.  Taylor  was  sentenced  that  day? 

A.     He  was  sentenced  that  day,  sir. 

Q.  Now,  when  you  returned  to  Seattle,  did  you 
contact  Mr.  Forster  in  relation  to  this  matter  of 
the  investigation  and  accounting? 

A.  I  did,  sir,  and  gave  him  a  report  of  our  con- 
versation. That  is,  the  conversation  between  Mr. 
Taylor  and  myself  with  respect  to  the  accounting 
firm  of  Touche,  Niven,  Bailey  and  Smart. 

Q.    And  did  you  receive  any 

Mr.  Griffin:    Strike  that. 

Q.  (By  Mr.  Griffin  continuing)  :  Did  Mr.  For- 
ster advise  you  what  he  determined  to  do  with  ref- 
erence to  the  employment  of  accountants  then? 

A.  He  said  inasmuch  as  Mr.  Taylor  and  I  ap- 
proved [4971]  the  accountants  for  me  to  go  ahead 
and  contact  Mr.  Tremper's  office  to  see  if  they 
would  be  available  to  take  on  the  job. 
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Q.  Then  Mr.  Forster  did  employ  the  account- 
ants? A.     That  is  right,  sir. 

Q.  Then  there  was  this  conference  that  has  been 
testified  to  here  between  Mr.  Marx  and  the  account- 
ants and,  I  think,  yourself  and  Mr.  Forster  on 
April  26,  1950?  A.     Yes,  sir. 

Q.  Insofar  as  on  that  same  date  do  you  recall 
anything  that  you  did  in  behalf  of  Mr.  Taylor  in 
regard  to  his  civil  liability? 

A.  Yes.  As  of  that  date  I  received  a  letter  from 
Seth  Stockton,  who  was  then  the  Internal  Revenue 
Agent,  requesting  extension  of  time  for  the  deter- 
mination of  tax  liability  of  Mr.  and  Mrs.  Taylor 
and  I  believe  I  wrote  him  a  letter  on  or  about  that 
date  advising  him  that  Mr.  Taylor  was  at  McNeil 
Island  serving  sentence  but  if  he  would  forward 
the  request  over  there,  as  it  has  to  be  signed  by  the 
taxpayer  himself,  I  was  sure  he  would  do  so. 

Q.  Now,  was  there  any  time  limit  involved  in 
this  matter  of  trying  to  protect  Mr.  Taylor  in  his 
[4972]  personal  income  tax,  on  the  civil  side  I 
mean  ? 

A.  Yes,  there  were  several  things.  One  which 
was  pending  at  that  time  was  a  ninety  day  letter 
had  been  received  by  his  wife,  Mrs.  Taylor,  for 
the  years  1946,  and  I  believe  1945.  Now,  a  ninety 
day  letter,  I  mean  by  that  a  notice  of  an  income 
tax  deficiency  wherein  the  taxpayer  is  given  a 
period  of  ninety  days  with  which  to  file  a  protest, 
or  a  petition,  before  the  Tax  Court  of  the  United 
States  for  a  determination  of  the  tax  and  time  was 
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running  out  with  respect  to  that.  Secondly,  interest 
was  accruing  on  the  unpaid  portion  of  the  tax 
deficiency  and  both  Mr.  Taylor  and  myself  recog- 
nized there  was  substantial  deficiencies.  We  were 
trying  to  get  those  straightened  out  to  stop  the  run- 
ning of  the  interest  payments. 

Q.  Were  you  able — did  you  eventually  file  for 
Mr.  Taylor  and  Mrs.  Taylor  a  petition  or  protest 
in  regard  to  the  taxes? 

A.  Yes ;  in  the  month  of  May,  the  latter  part  of 
it,  I  filed  a  petition  before  the  Tax  Court  in  behalf 
of  Mrs.  Taylor  to  redetermine  her  tax  liabilities 
for  the  year  1945  and  1946,  and  in  the  month  of 
June  I  prepared  and  had  Mrs.  Taylor  and  Mr. 
Taylor  execute  petitions  to  the  Internal  Revenue — 
not  petitions  but  [4973]  protests — to  the  Internal 
Revenue  Agent  with  respect  to  the  income  tax  lia- 
bilities for  the  years  1942,  1943,  1944,  1947,  and  for 
Hicks  Taylor  for  the  years,  the  same  years,  together 
with  1945  and  1946.  There  was  quite  considerable 
correspondence  between  myself  and  Mr.  Stockton, 
the  Internal  Revenue  Agent,  with  respect  to  at- 
tempting to  get  a  delay  to  file  the  protest  until  Mr. 
Taylor  had  returned,  and  on  his  instructions  he 
told  me  to  do  the  best  I  could  with  what  informa- 
tion I  had  available  and  that  when  Mr.  Taylor 
returned  from  prison  that  he  would  then  have  an 
opportunity  to  file  a  supplemental  protest. 

It  was  a  matter  that  had  gone  on  in  correspond- 
ence between  the  latter  part  of  March,  1950,  and 
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until  these  petitions  had  been — and  protests  had 

been — filed  the  latter  part  of  June,  1950. 

Q.  With  Mr.  Taylor  at  McNeil  Island  were  you 
able  to  s^et  all  the  information  that  you  required 
for  a  complete — what  would  ordinarily  be  a  com- 
plete— protest  or  petition? 

A.  No.  T  attempted  to  get  that.  I  went  out  one 
afternoon  either  in  the  latter  part  of  May  or  the 
first  part  of  June  and  met  with  Mrs.  Taylor  and 
asked 

Q.  (Interposing) :  At  their  home?  [4974] 
A.  At  their  home,  and  asked  Mrs.  Taylor  to  go 
through  Mr.  Taylor's  papers,  of  if  I  could  go 
through  them,  to  find  out  if  there  were  some  work 
papers  and  books  in  connection  with  his  income  tax 
returns,  as  he  had  worked  up  figures,  to  try  and 
determine  his  eventual  liability  and  I  obtained  from 
her,  if  my  memory  serves  me  right,  his  cash  book, 
or  journal,  whatever  it  may  be  called,  or  time  book, 
and  his  working  papers — oh,  I  would  say  they  were 
twenty,  maybe  twenty,  sheets — and  took  them  back 
to  the  office  with  me  and  went  through  those  to  try 
and  figure  out  what  the  taxes  were  that  he  felt 
that  was  due  and  owing.  I  couldn't  do  that  so  T 
filed  what  is  known  as  a  skeleton- type  protest.  It  is 
one  where  you  protest  the  amount  and  give  very 
simple  reasons  but  you  don't  give  any  basic  figures 
because  I  didn't  have  the  facts. 

Q.  And  that  skeleton  protest  was  filed  awaiting 
for  you  to  get  the  information  to  file  a  real  one  .' 
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A.  That  is  correct  and  with  the  full  approval 
of  Mr.  Stockton. 

Q.  Now,  these  papers  that  you  went  out  to  Mr. 
Taylor's  home  and  conferred  with  Mrs.  Taylor 
about,  do  I  understand  those  were  the  personal 
papers  [4975]  of  Mr.  Taylor  dealing  with  his  own 
personal  income  tax  return? 

A.     Yes,  Mr.  Griffin. 

Q.  Did  they  have  any  relation  of  any  kind,  na- 
ture or  description  to  the  examination  of  Mr.  For- 
ster? A.     None  whatsoever,  sir. 

Mr.  Griffin:  Will  you  mark  these  three  letters 
as  one  exhibit,  please? 

The  Clerk:  Defendants'  Exhibit  Number  A-146 
marked  for  identification. 

(Defendants'  Exhibit  A-146  marked  for  iden- 
tification.) 

Q.  (By  Mr.  Griffin):  Handing  you  Exhibit 
A-146  for  identification  I  will  ask  you  if  the  first 
is  the  letter  of  May  2,  1950,  from  Mr.  Stockton, 
Internal  Revenue  Agent  in  Charge,  to  Mr.  Taylor 
dealing  with  this  matter? 

A.     Yes,  it  is. 

Q.  The  second  letter  of  May  2,  1950,  is  a  dupli- 
cate of  the  first  letter,  is  it  not? 

A.  No,  it  is  not.  It  has  a  different  date  in  here 
for  the  years  involved. 

Q.  The  years  involved,  but  also  to  Mr.  Stockton 
—or  Mr.  Taylor?  [4976] 

A.    It  is  identically  worded  otherwise. 
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Q.  And  the  third  letter  for  the  same  date  from 
Mr.  Stoekton  to  Mrs.  Taylor? 

A.     That  is  right. 

Q.  These  are  familiarly  known  as  the  thirty- 
day  letters  in  which  you  have  thirty  days  to  prof' 

A.     That  is  right,  sir. 

Q.    And  if  you  don't 

A.  (Interposing) :  I  believe  that  is.  I  didn't 
read  the  full  context  of  it. 

Mr.  Griffin :     I  offer  A-146. 

Mr.  Moriarty:  Same  objection,  if  your  Honor 
please.  It  is  entirely  immaterial. 

I     The  Court:  No  objection  from  you,  Mr.  LeSourd? 
Mr.  LeSourd:     No  objection. 
The  Court:     There  being  no  objection  from  Mr. 
Taylor's  Counsel  the  exhibit  will  be  admitted  on 
the  same  conditions  as  similar  exhibits  heretofore 
admitted. 

(Defendants'  Exhibit  A-146  admitted  in  evi- 
dence.) 
The  Clerk:     Defendants'  Exhibit  Number  A-147 
admitted  in  evidence. 

(Defendants'  Exhibit  A-147   [4977]  marked 
for  identification.) 
Q.     (By  Mr.  Griffin):     A-146  closes:  "Your  at- 
tention is  called  particularly  to  that  part  of  the 
above-identified  letter  advising  you  that  if  no  re- 
sponse is  received  within  the  30-day  period,  a  sta- 
tutory notice  of  deficiency  will  be  sent  you." 
A.     That  is  correct. 
Q.     Handing  you  Exhibit  A-147  I  will  ask  you 
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if  that  is  a  letter  from  Mr.  Taylor  to  you  dated 

May  3,  1950? 

A.    Yes,  it  is,  which  I  received  on  May  6th. 

The  Clerk:  Defendants'  Exhibit  Number  A-148 
marked  for  identification. 

(Defendants'  Exhibit  A-148  marked  for  iden- 
tification.) 

Mr.  Griffin:     I  offer  A-147. 

Mr.  Moriarty:     Same  objection. 

The  Court:  148?  147? 

Mr.  LeSourd:     No  objection. 

The  Court:    A-147  may  be  admitted. 

(Defendants'  Exhibit  A-147  admitted  in  evi- 
dence.) 

Mr.  Griffin:  May  I  read  this  letter,  if  the  Court 
please  ? 

A-147  is  dated  May  3,  1950,  and  shows  a  [4978] 
stamp  received  May  6,  1950,  from  L.  Hicks  Taylor 
to  George  F.  Kachlein,  600  Central  Building. 

"Dear  George: 

"The  boys  are  getting  pretty  swift  now  that  I 
am  over  here,  guess  they  are  afraid  of  their  calcu- 
lation because  they  know  they  cannot  substantiate 
their  figures.  Hope  you  can  extend  this  thirty  day 
letter  so  Ave  can  prepare  a  definite  protest  which 
will  knock  their  figures  in  a  cocked  Hat.  When  I 
receive  these  letters  they  make  you  boil  two  days 
after  I  am  committed  here. 

"Do  we  not  have  any  rights  until  our  release 
from  here. 

"I  mailed  you  872  last  night  and  this  tonight, 
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so  now  George  give  them  everything  you  have  and 
extend  the  time  so  I  can  prepare  a  definite  protesl 
and  make  the  boys  sweat  a  little  too  like  I  am.  ( 
ting  along  alright  here,  turning  fan  net-  alright.  Give 
my  regards  to  everybody.  Hicks." 

Q.     (By  Mr.  Griffin)  :     That  872  is  that  a  form? 

A.     That  is  a  form  consent  for  extension  of  time. 

Q.  Handing  yon  Exhibit  A-148  for  identifica- 
tion I  will  ask  you  if  the  first  is  your  office  copy 
of  a  letter  of  May  8,  1950,  to  Mr.  Stockton? 

A.     It  is,  sir.   [4979] 

Q.  And  the  second  letter  from  Mr.  Stockton  to 
yon  of  May  9,  1950? 

A.     It  is,  sir. 

Q.  And  the  third,  office  copy,  your  letter  to  Mr. 
Stockton,  June  7,  1950?  A.     It  is. 

Q.  Next  office  copy,  your  letter  to  Mr.  Taylor, 
June  9,  1950?  A.     It  is. 

Q.  And  the  last  copy  your  letter  to  Mr.  Cavanah, 
Supervisor,  Classification  &  Parole,  McNeil  Island, 
re  Hicks  Taylor,  June  19,  1950? 

A.     It  is,  sir. 

Q.  All  dealing  with  this  matter  to  which  you 
have  been  testifying? 

A.     It  is,  sir.  They  are,  rather. 

(Whereupon,  there  was  a  brief  pause.) 

Mr.  Moriarty:     Are  they  offered,  Mr.  Griffin  1 

Mr.  Griffin:    I  am  offering  them  now. 

Mr.  Moriarty:    Same  objection. 

Mr.  LeSonrd:    No  objection. 

The  Court:    There  being  no  objection  from  Mr. 
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Taylor's  Counsel  the  Court  will  admit  the  exhibit 
on   the   same   ground   and  for   the   same   purpose 
[4980]   as  those  admitted  earlier  this  morning. 

The  Clerk:    That  is  A-148,  your  Honor? 

The  Court:     That  is  A-148. 

(Defendants'  Exhibit  A-148  admitted  in  evi- 
dence.) 

Mr.  Griffin:  A-148,  the  first  letter,  May  8,  1950, 
from  Mr.  Kachlein  to  Mr.  Stockton  seeks  additional 
time  for  filing  the  protest  and  explaining  condi- 
tions why. 

The  second  letter  is  from  Mr.  Stockton  dated 
May  9,  1950,  to  Mr.  Kachlein  in  regard  to  the  mat- 
ter of  extension  and  directing  that  that  be  filed  by 
June  7th  and  then  consideration  be  given  to  addi- 
tional time  for  a  full  hearing  on  the  petition. 

So,  on  June  7,  1950,  Mr.  Kachlein  to  Mr.  Stock- 
ton, dealing  with  the  telephone  conversation  for 
additional  extension. 

June  9,  1950,  Mr.  Kachlein  to  Mr.  Taylor: 

"Dear  Hicks: 

"Am  enclosing  herewith  Protests  which  I  have 
prepared  in  quadruplicate  for  your  signature.  You 
will  note  that  there  are  two  sets  of  Protests,  one 
covering  your  individual  income  tax  returns  for  the 
years  1942,  1943,  1945,  1946  and  1947,  and  the  other 
covering  the  joint  return  [4981]  of  you  and  Mrs. 
Taylor  for  the  year  1944. 

"Will  you  kindly  review  these,  and  if  you  find 
them  in  order,  execute  the  same.  It  is  important 
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that  immediate  ad  ion  be  taken  on  the  same  as  we 

only  have  until  .June   14th  to  file  these  Protests. 

"We  have  arranged  with  the  [nternal  Revenue 
j^genl  that  if  such  protests  are  filed,  you  will  at  a 
later  date,  upon  your  release  from  the  penitentiary, 
be  given  an  opportunity  to  file  a  Supplemental  Pro- 
test. In  order  to  prevent  a  90  day  letter  being  is- 
sued, it  is  essential  that  we  file  these  protests  at 
once.  Should  you  deem  any  statements  contained 
therein  are  inaccurate,  will  you  please  make  penned 
changes  on  each  and  initial  the  same.  I  will  then 
have  Mrs.  Taylor  likewise  initial  the  1944  one,  and 
have  her  execute  it  also. 

"In  the  execution  of  these  protests,  be  sure  to 
execute  three  sets,  and  have  your  signature  acknowl- 
edged before  a  notary  public. 

"With  kindest  regards  and  best  wishes,  I  remain, 
Sincerely." 

"P.S.   Enclosed  is  one  extra  set  for  you." 

Q.  (By  Mr.  Griffin) :  Those  enclosures  were 
>  made,  were  they? 

A.     They  were,  sir,  and  sent. 

Q.  And  the  last  letter,  June  16,  1950  a  thank 
you  letter  to  the  supervisor  for  assisting  in  handling 
[4982]  some  matter  and  including — and  in  which 
you  returned,  duly  executed,  the  codicil  attached 
thereto.  Did  you  draw  a  will  for  Mr.  Taylor  and — 
or  a  codicil,  rather,  and  a  will  for  Mrs.  Taylor  ? 

A.     Yes,  sir. 

Mr.  Moriarty:    Objected  to  as  repetitious. 


2484  Hans  Forster  vs. 

(Testimony  of  George  F.  Kachlein,  Jr.) 

The  Court :  The  codicil  I  don't  think  was  covered 
before. 

Q.  Now,  in  connection  with  the  office  arrange- 
ment that  Mr.  Taylor  had  and  referred  to  in  your 
memorandum  to  the  Government,  Exhibit  A-139, 
did 

The  Court:     Do  you  need  it? 

Mr.  Griffin:    No,  I  don't  need  it. 

Q.  did  you  have  a  conference  with  the  as- 
sociates of  Mr.  Taylor  on  or  about  June  28,  1950, 
in  regard  to  how  the  office  matter  should  be  con- 
ducted of  Mr.  Taylor? 

A.     I  did,  Mr.  Griffin. 

Q.  And  there  is  in  evidence  A-74,  memo  for  file, 
re  L.  Hicks  Taylor,  introduced  in  Mr.  Taylor's  case. 
Will  you  explain  to  the  Jury  just  what  that  situa- 
tion was  and  the  advice  given? 

A.  This  memorandum  I  dictated  in  the  presence 
of  Mr.  Benedict  and  Mr.  Slater.  Mr.  Benedict  and 
Mr.  Slater  were  associates  of  Mr.  Taylor.  They  had 
come  to  my  office  that  day  to  discuss  with  me  the 
office  matter  in  connection  with  L.  Hicks  Taylor 
and  Company.  Prior  to  the  time  [4983]  that  Mr. 
Taylor  went  to  McNeil  Island  Mr.  Taylor  had  told 
me  that  in  the  event  of  any  office  problems  arising 
he  had  instructed  his  men  to  come  down  to  see  me 
and  that  I  would  be  the  final  judge  in  regard  to  any 
of  the  matters  that  arose  as  to  what  they  should  do. 
These  men  likewise  stated  to  me  when  they  came 
down  that  Mr.  Taylor  had  stated  in  case  any  mat- 
ters came  up  they  should  see  me  and  whatever  I 
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determined  to  do  would  be  satisfactory.  They  came 

down  to  see  me  because  they  were  concerned  over 
the  fact  that  Mr.  Taylor's  license  had  been  sus- 
pended to  practice  as  a  licensed  public  accountant 
and  that  the  company  of  L.  Hicks  Taylor  and  Com- 
pany had  held  itself  out  as  doing  tax  work  and 
audit  work  and  doing  accounting  work  and  doing 
accounting  work  of  all  natures  and  these  men  them- 
selves had  a  licensed  L.P.A.  certificate,  or  a  Li- 
censed Public  Accountant  certificate,  issued  by  the 
State  of  Washington  and  they  were  worried  as  to 
work  they  had  performed  in  Mr.  Taylor's  absence 
for  L.  Hicks  Taylor  and  Company  and  billed  as  L. 
Hicks  Taylor  and  Company,  that  they  might  be  in 
violation  of  the  State  law  and,  likewise,  Mr.  Taylor 
might  be  in  violation  of  the  State  law.  I  was  fa- 
miliar with  the  arrangements  at  that  time,  at  least 
I  thought  I  was  [4984]  with  the  arrangements 
which  he  had  between  his  associates  as  during  his 
income  tax  examination  I  had  drafted,  to  reduce  to 
writing,  an  oral  arrangement  that  he  and  his  asso- 
ciates had  had.  This  arrangement  is  important  to 
this  matter  here  so  if  I  may  have  permission  to 
explain  it  I  would  like  to  do  so. 

Q.     All  right.  Go  ahead. 

A.  It  is  an  agreement  whereby  Mr.  Taylor 
and  certain  named  associates  set  forth  in  writing 
what  their  arrangement  was,  which  was  this: 

That  he  would  turn  work  over  to  the  associates 
and  whatever  work  they  performed  as  associates 
each  would  receive  each  month,  if  he  received  pay- 
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ment  for  the  work  performed,  two-thirds  of  the 
amount  which  was  billed  to  the  client,  and  the  other 
one-third  would  go  into  a  bank  account  in  Mr. 
Taylor's  name  but  for  the  account  of  the  specific 
associate  who  was  performing  that  work.  That 
money  would  stay  there  until  such  time  as  the 
parties  mutually  agreed  to  release  it  or  at  such  time 
as  the  associates  left  the  firm  and  if  the  associates 
did  not  take  the  accounts  away  for  the  period  of  a 
year  all  that  one-third  would  be  turned  over  to  the 
associate  so  that  the  associate  would  wind  up  with 
one  hundred  percent  of  the  money.  I  knew  of  that 
arrangement  [4985]  and  it  was  one  reduced  to  writ- 
ing. So  that  when  these  men  came  in  they  said  they 
were  bothered  about  the  billing  and  how  should 
they  handle  it  in  view  that  Mr.  Taylor's  license 
was  suspended.  As  a  result  of  our  conference  it  was 
my  best  judgment  that  what  should  happen  during 
the  time  Mr.  Taylor  was  away  from  the  office  and 
had  his  license  suspended  and  pending  his  return  to 
the  office  was  that  the  men  should  bill  the  clients  in 
their  own  name  and  the  funds  which  they  received 
from  the  clients  they  should  retain  themselves  until 
such  time  as  Mr.  Taylor  returned.  At  that  time  then, 
between  themselves  and  Mr.  Taylor,  they  would 
work  out  the  reasonable  rental  of  the  space  they 
used  and  the  reasonableness  of  any  other  matters 
which  Mr.  Taylor's  office  made  available  to  them. 
Then,  in  addition,  I  stated  that,  of  course,  this  was 
a  temporary  arrangement  that  was  subject  to  the 
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final   approval  of  Mr.  Taylor  when  he   returned, 

stating  at  the  end  of  it: 

"*  *  *  as  this  is  but  a  temporary  measure  pend- 
ing Mr.  Taylor's  return  all  matters  will  be  subject 
to  adjustment  upon  his  return." 

Q.  Now,  in  doing  that  were  you  endeavoring 
to  protect  Mr.  Taylor  in  the  matter  of  restoration, 
[4986]  if  possible,  of  his  own  license? 

A.     Very  much  so. 

Q.  Did  you  take  every  step  in  the  matter  of  the 
civil  tax  liability  of  Mr.  Taylor  that  was  necessary 
in  your  opinion  to  protect  him  in  all  of  his  legal 
rights  ? 

A.     I  certainly  did,  sir,  to  the  best  of  my  ability. 

Q.  Now,  in  regard — there  was  some  testimony 
in  regard  to  Mr.  Jack  Taylor  circulating  a  petition 
in  regard  to  this  suspension  or  restoration  of  li- 
cense. Will  you  tell  the  Jury  what  you  did  in  that 
particular  when  you  heard  about  it? 

A.  Yes,  sir.  I  was  advised  by  Mr.  Forster  by 
telephone  in  one  of  the  several  calls  that  I  had  with 
him  that  he  had  been  requested  by  Mr.  Jack  Taylor, 
the  brother  of  L.  Hicks  Taylor,  to  sign  a  petition, 
or  to  join  with  him  in  petitioning,  to  get  back  for 
him  his  suspended  license  to  practice  as  a  licensed 
public  accountant,  to  have  the  suspension  lifted. 
That  information  came  to  me  either  on  the  17th  of 
August  or  18th,  I  don't  recall  which,  but  it  was  dur- 
ing one  of  the  conversations  I  had  with  Mr.  For- 
ster. I  had  had  a  telephone  call  from  Mrs.  Taylor 
on  August  18th  that  she  wanted  to  see  me  with 
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[4987]  respect  to  the  making  of  a  will.  I  was  going 
— it  was  on  a  Friday.  I  was  going  to  our  beach  place 
that  we  have  on  Whidby  Island  and  I  said  I  would 
drop  by  on  the  way  up  to  find  out  what  she  had  in 
mind.  I  had  this  meeting  on  the  18th  in  the  aft- 
ernoon and  discussed  the  making  of  her  will  and 
also  called  to  her  attention  that  I  was  very  much 
disturbed  that  Mr.  Jack  Taylor  was  circulating  a 
petition  to  have  the  suspension  of  Mr.  L.  Hicks 
Taylor's  license  removed,  that  we  had  worked  out 
an  arrangement  with  Mr.  Comer,  who  was  Secretary 
of  the  State  of  Washington  Accounting  Board, 
whereby  a  hearing  would  be  held  at  such  time  as 
Mr.  Taylor,  L.  Hicks  Taylor,  was  present  to  at- 
tempt to  regain  his  license  and  that  I  felt  that  hav- 
ing some  one  going  out  circulating  a  petition  was 
contrary  to  the  letter  arrangement  which,  I  believe, 
has  been  introduced  in  evidence  here  that  we  had 
with  Mr.  Comer,  and  she  told  me  she  was  going  to 
be  writing  to  Mr.  Taylor  and  that  she  would  so 
advise  Mr.  L.  Hicks  Taylor. 

Q.  In  your  best  judgment  was  it  an  inapprop- 
riate time  to  be  circulating  such  a  petition  while 
Mr.  Taylor  was  still  at  McNeil  Island? 
A.  That  is  right,  it  was,  sir.  [4988] 
Q.  Going  back  now  to  April,  the  conference  with 
Mr.  Marx  on  April  26,  1950,  at  which  time  Mr. 
Tremper,  you  and  Mr.  Alkire  and  Mr.  Forster  were 
present,  do  you  recall  any  statements  made  by  you 
with  reference  to  the  kind  of  bookkeeping  of  Mr. 
Taylor  with  which  you  were  familiar  from  your 
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p&perience  with  these  other  conc<  rns  '. 

A.  1  recall  that  we  had  a  conversation  while 
We  were  waiting  \'<>v  M  p.  I  ■  to  a         .  T  i 

was  Mr.  Alkire,  Mr.  Tremper  and  Mr.  Ma  .  They 
arrived  sharply  at  ten  o'clock  and  came  into  my 
office  and  when  Mr.  Forster  didn't  arrive  ai 
same  time  I  placed  a  call  for  him  to  his  office  to  see 
if  he  was  on  the  way  and  was  advised  he  was  doing 
so,  but  we  discussed  then  what  was  rather  current 
interest  to  all  concerned,  namely  the  action  which 
had  been  taken  in  Tacoma  the  previous  day  in  the 
sentencing  of  Mr.  Taylor.  Mr.  Marx  had  done  the 
investigating  work  on  it  and  Mr.  Tremper  was  on 
the  State  Board  of  Accountancy  and  we  discussed 
what  would  cause  a  situation  to  arise  and  I  took 
the  same  position  which  I  had  taken  before  the 
Court  and  taken  before  the  Treasury  Department, 
that  his  work  was  careless. 

Q.     Was  that  said  in  defense  of  Taylor? 

A.     Absolutely,  sir.  [4989] 

Q.  And  that  he  was  just  careless  and  negligent 
without  any  intent  on  his  part  to  defraud? 

A.     That  is  correct. 

Q.  Now,  do  you  recall  about  when  Mr.  Taylor 
was  expected  to  return  to  Seattle  after  serving  a 
sentence  ? 

A.  Yes;  he  was  expected  to  return  around  the 
10th  or  11th  of  September.  He  had  a  six  months 
sentence  and  with  good  behavior  he  was  to  get  off 
at  an  earlier  date  and  Mrs.  Taylor  kept  me  fully 
advised. 
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Q.  Prior  to  his  return  and  on  or  about  August 
29th  did  you  have  a  conference  with  Mrs.  Taylor 
with  respect  to  his  anticipated  return? 

A.  Yes;  Mrs.  Taylor  came  to  my  office  and  had 
a  conference  with  me  stating  he  was  coming  back 
and  that  they  were  planning  a  trip  and  wondered 
what  I  thought  about  it. 

Q.     Was  that  trip  a  vacation  trip? 

A.     That  is  right. 

Q.     And  what  did  you  advise  her  about  it? 

A.  I  told  her  I  thought  it  was  the  best  thing 
in  the  world  for  him  to  do.  She  had  explained  to 
me  from  time  to  time  that  he  had  worked  hard  and 
that  she  would  like  to  see  him  enjoy  life  with  her 
and  go  [4990]  places  like  other  friends  had  done 
and  she  was  hopeful  of  buoying  his  spirits  up  by 
planning  the  trip  and  this  was  a  part  of  the  plan 
to  help  him  regain  his  stature  when  he  got  back  to 
the  community. 

Q.  Did  this  August  29th  also  happen  to  coincide 
with  the  first  appearance,  so  far  as  you  know  of 
Mr.  Eppler  in  the  investigation  of  Mr.  Porster's 
tax  returns? 

A.  The  first  time  I  met  Mr.  Eppler  was  on  that 
date  to  my  knowledge,  sir. 

Q.  Up  until  August  29,  1950,  was  there  any  in- 
dication of  any  kind  to  you  that — any  statement, 
rather  than  indication,  to  you  that  there  was  any 
claim  of  criminal  liability  insofar  as  Hans  Forster 
was  concerned? 

A.     No,  sir,  not  to  the  best  of  my  recollection. 
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Q.    Now,  in  this  intervening  time  between  V 
and  August  i^lli  were  the  Touche-Niven  account- 
ants and  Mr.  Gorans  making  their  inspection 
audit  of  the  books  and  records  of  Mr.  Forster  ( 

A.    Yes,  they  were. 

Q.    Had  any  report  been  issued  as  yet? 

A.  No,  no  official  report.  Every  time  I  would 
talk  with  anybody  from  the  office  I  was  told  that 
the  tax  liability  was  rising  steadily  and  I  [4991] 
was  terribly  concerned  then. 

Q.    And  did  it  continue  to  rise? 

A.     It  continued  to  rise  to  astronomical  figures. 

Q.  Now,  did  you  have  a  conference  with  Mr. 
Taylor  on  Wednesday  September  13th,  1950,  imme- 
diately after  his  return  from  McNeil  Island? 

A.    Yes,   September  13,   1950,   Mr.   Taylor   and 
Mrs.  Taylor  came  into  my  office  pursuant  to  the 
arrangement  that  I  had  with  her  where   we  had 
I  a  conference. 

Q.    And  what  was  the  nature  of  that  conference? 

A.  The  first  thing  we  discussed  was  Mr.  Tay- 
lor's treatment  at  McNeil  Island  and  how  he  got 
along.  We  then  discussed  what  their  plans  were, 
what  they  intended  to  do,  the  trip  they  were  going 
to  make.  Mr.  Taylor  advised  that  he  wondered  if 
he  was  going  to  be  held  for  the  Forster  case  be- 
cause they — meaning  Mr.  Eppler  and  Mr.  Marx — 
had  been  over  to  see  him  and  attempted  to  get  a 
statement  from  him  and  he  refused  to  give  that 
statement  without  having  advice  of  counsel.  He 
wanted  to  know  a  little  bit  about  the  Forster  case 
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and  where  it  stood  and  I  told  him  there  was  a  sub- 
stantial tax  liability  according  to  Mr.  Tremper's 
office.  I  gave  him  a  [4992]  short  run  down  what  I 
thought  of  the  situation  as  of  that  time  and  he 
asked  if  it  was  essential  that  he  stay  and  I  said, 
no,  it  is  better  that  he  got  back  on  his  feet  again 
and  took  his  vacation  and  when  he  got  back  there 
would  be  ample  time  to  work  on  the  books.  We  also 
discussed  what  work  he  might  do  and  he  made  the 
comment,  "Well,  if  they  want  me  to  do  work  on 
it  they  are  going  to  have  to  pay  me  for  it."  It  was 
not  a  lengthy  conference,  Mr.  Griffin.  I  advised 
him  at  the  time  that  I  didn't  want  him  to  talk  to 
the  Agents  until  such  time  as  he  got  back  from  his 
trip  and  that  if  they  attempted  to  contact  him  to 
be  sure  and  get  ahold  of  me.  He  also  stated,  and  I 
think  this  occurred  just  before  he  went  out  to  the 
office,  that  he  wanted  to  get  his  working  papers  and 
his  books,  whatever  I  had,  with  respect  to  his  own 
income  tax  matter  as  he  felt  he  would  like  to  do 
some  work  on  that  portion  dealing  with  his  tax 
liability  and  I  don't  know  whether  I  delivered  to 
him  that  day  the  work  papers  that  we  had  in  our 
exhibit  file,  or  the  following  day,  but  I  delivered 
to  him  one  day  or  the  other.  At  the  same  time  I 
contacted  Mr.  Marx  by  telephone  to  see  if  we  could 
get  back  from  the  Government  some  of  the  work 
paper,  or  papers,  that  they  had  picked  up  for  use 
in  connection  with  their  income  tax  examination 
[4993]  of  his  records. 
Q.     That  is,  of  Mr.  Taylor's  own  personal  papers? 
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A.     That  is  right,  sir. 

Q.  Did  you  consider  as  of  that  time  that  you 
wero,  in  regard  to  advising  him  aboui  a  vacation, 

in  regard  to  advising  not  contacting  the  Agents 
until  he  had  been  away  and  got  some  rest,  that  you 
were  working  in  his  own  best  interest? 

A.  I  certainly  did,  sir,  and  as  a  matter  of  fad 
the  vacation  had  been  planned  by  Mrs.  Taylor  prior 
to   any  income   tax  criminal   investigation. 

Q.  Now,  when  next  after  September  13,  1950, 
did  you  see  Mr.  Taylor? 

A.  I  don't  know  whether  I  saw  him  on  the  14th 
or  not.  I  know  I  talked  to  him  on  the  telephone 
to  give  him  a  report  on  the  records  that  the  Gov- 
ernment might  have  and  I  don't  know  whether  he 
came  into  the  office  or  whether  it  was  by  telephone 
but  I  know  I  had  a  conversation  with  him  on  that 
day  in  the  morning  and  reported  that  I  had  con- 
tacted both  Mr.  Marx  and  Mr.  McCarthy.  McCar- 
thy being  of  the  Special  Agents'  Office,  and  Marx  of 
the  Internal  Revenue  Agents'.  That  was  the  contact 
that  was  made. 

Q.  Then  when  was  the  next  time  that  you  saw 
[4994]  him? 

A.  The  next  time  I  saw  him  was  in  my  office 
on  October  27th  of  that  same  year,  1950. 

Q.  Now,  in  between  September  13th  and  October 
27th,  1950,  what  had  happened  in  connection  with 
the  audit  of  Mr.  Forster's  affairs;  what  had  you 
learned  or  been  advised  in  that  interim  in  connec- 
tion with  Mr.  Forster's  examination,  or  this  audit  ? 
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A.  Well,  I  had  been — I  was  out  of  town  about 
a  little  bit  better  than  two  weeks  during  that  pe- 
riod. I  had  assigned  Mr.  Brody  in  our  office,  about 
the  25th  or  26th  of  September  to  do  some  investi- 
gation work  for  us.  About  the  18th  or  19th,  or  maybe 
it  was  the  20th,  of  October,  Mr.  Brody  had  given  me 
a  report  which  indicated  that  certain  of  the  records 
of  Issaquah  Creamery  had  been  improperly  re- 
ported and  that  I  should  check  into  the  matter  my- 
self. I  then  contacted  Mr.  Erickson,  who  was  the 
bookkeeper,  and  went  up  and  had  a  rather  lengthy 
conversation  with  him  in  which  he  related  to  me 
substantially  the  same  thing  as  he  related  on  the 
stand  here 

Q.     (Interposing)  :     Had  you  ever 

A.    in 

Q.  Let  me  stop  you  a  moment  there.  On  the 
same  thing  related  here,  are  you  referring  to  the 
increase   [4995]  in  accounts  payable  to  $51,000? 

A.  $51,000.00  Consolidated  checks,  the  milk 
drafts,  and  the  E.  L.  Stevenson  checks. 

Q.  Had  you  ever  met  Mr.  Erickson  before  that 
occasion,  so  far  as  you  know? 

A.  I  think  I  met  him  on  a —on  my  first  trip 
through  the  plant  of  Mr.  Forster  which  I  believe 
was  on  a  Saturday  in  July,  1950,  when  he  wanted 
me  to  go  around  and  see  his  various  plants  and  F 
met  the  personnel.  T  had  never  talked  to  him  about 
the  income  tax  matter  until  that  date,  sir. 

Q.     Did  he  give  you  what  he  claimed  were  the 
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facts  as  between  himself  and  Mr.  Taylor  in  making 

the  changes  as  testified  to  here.'' 

A.  It  was  very  difficult  to  get  the  story  out  of 
him.  He  tried  to  tell  but  I  couldn't  understand  it 
myself.  It  was  just — it  seemed  so  utterly  ridicu- 
lous at  the  time  but  it  indicated  that  there  was 
definitely  a  difference  of  opinion  between  the  par- 
ties, namely,  one  person  was  saying,  well,  he  did 
something  to  the  records,  and  the  othei-  person  was 
saying  he  did  something  to  the  records. 

Q.  So  you  had  then  that  information  before  you 
at  the  time  of  your  final  conference  with  Mr.  Tay- 
lor on  October  27th?  [4996]  A.     I  did,  sir. 

Q.  Did  you  look  at  the  books  while  you  were  out 
there  so  that  you  saw  the  physical  changes? 

A.    No,  I  didn't,  sir. 

Q.  All  right;  on  that,  when  was  the  first  time 
that  you  personally  ever  inspected  the  books  or 
records  or  work  papers,  or  any  of  them,  of  the 
Forster  enterprises? 

A.  Well,  it  was  in — preparatory  to  this  case. 
I  mean,  it  was  within  the  last  five  months.  I  have 
seen  certain  work  papers  on  desks  of  Mr.  Brody 
or  desks  of  accountants  but  I  have  never  inspected 
the  books  and  records  of  these  companies, 
Griffin. 

Q.  Now,  what  was  the  situation  then  existing 
as  von  viewed  it  on  October  27,  1950,  as  of  the  time 
of  this  conference  with  Mr.  Taylor  .? 

A.  I  felt  that  there  was  a  good  possibility  of  a 
conflict   between    Mr.    Taylor,    Mr.    Erickson,    and 
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Mr.  Forster,  and  particularly  between  Mr.  Forster 
and  Mr.  Taylor.  I  did  so  for  two  things — three 
things  that  had  happened.  When  I  had  my  confer- 
ence with  Mr.  Taylor  on  the  13th  of  September  I 
mentioned  to  him  that  the  thing  that  was  concern- 
ing us  primarily  in  the  Forster  matter  was  the  in- 
ability [4997]  to  determine  the  moneys  which  had 
been  put  into  the  198  account  and  that  that  was 
Forster 's  personal  account,  as  I  was  told,  and  Tay- 
lor took  the  position  then — he  said,  "Well,  I  didn't 
know  anything  about  his  own  personal  affairs,  I 
just  looked  after  his  books  and  I  have  got  a  stamp 
that  I  stamped  on  the  returns  and  I  am  protected." 
That  is  the  first  flag  that  I  had  of  any  warning  that 
there  might  be  something  different  than  what  my 
understanding  up  to  that  date  was.  I  attributed  it, 
frankly,  at  that  time  to  a  man  who  had  been  incar- 
cerated for  a  period  of  four  months  and  something 
and  who  had  been  under  conditions  abnormal  and 
that  he  was  in  an  upset  frame  of  mind  and,  there- 
fore, I  didn't  give  it  too  much  weight  at  the  time. 
Afterwards  I  did. 

Mr.   Griffin :     Before   we  take   up   the   two   and 
three,  it  is  recess  time. 

The  Court:  Ladies  and  Gentlemen  of  the  Jury: 
We  will  now  recess  until  one-forty-five.  The  Court 
calls  your  attention  to  the  admonition  given  on 
similar  occasions  and  asks  that  you  heed  it  on  this 
occasion.  You  may  now  be  excused  until  one-forty] 
five. 
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(Whereupon,  the  -Jury  retired  from  the 

Court  room.)   [4998] 
The  Court:    You  may  step  down. 
The  Witness:    Thank  you. 

(Whereupon,  the  witness  withdrew  from  the 

witness  chair.) 

(Whereupon,  at  12:16  o'clock,  p.m.,  a  recess 
was  had  until  1:45  o'clock,  p.m.,  May  6,  1954, 
at  which  time,  Counsel  and  Defendants  hereto- 
fore noted  being  present,  the  following  pro- 
cedings  were  had,  to-wit:) 

Mr.  Keesling:  We  object  to  the  last  portion  of 
the  testimony  of  Mr.  Kachlein  relative  to  conversa- 
tion with  Mr.  Erickson.  I  move  to  strike  all  that 
portion  for  two  reasons:  One,  it  has  no  basis  on 
the  ground  of  the  limited  extent  that  this  testimony 
is  coming  in — that  is,  to  affect  the  credibility  of 
Mr.  Forster  and 

The  Court:  (Interposing)  I  will  ask  Counsel  if 
there  be  any  objection  to  that. 

Mr.  Keesling:     (Continuing)  and  that  it  is 

not  proper  rebuttal. 

The  Court:    Is  there  any  objection  to  striking  it  ! 

Mr.  Griffin :    Yes,  your  Honor. 

The  Court:    You  do?  [4999] 

Mr.  Griffin:    Yes. 

Mr.  Keesling:  I  refer  to  what  the  witness  said 
and  the  observations  of  Mr.  Erickson. 

The  Court:  Well,  Mr.  Keesling,  objection  not 
having  been  made  at  the  time,  if  Counsel  object 
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to  it  I  don't  think  it  should  be  stricken.   The  Court 

has  already  indicated  the  limits  of  it. 

Mr.  Keesling:  It  was  in  before  I  could  object 
and  it  was  in  narrative  style.  I  just  want  the  op- 
portunity to  cross  examine  on  it  for  Mr.  Erickson 
in  the  event  it  isn't. 

The  Court :  I  assume  if  it  stays  in  you  are  prob- 
ably entitled  to  that. 

Mr.  Keesling:    That  is  all  I  want. 

Mr.  Moriarty:  The  Government's  position  about 
all  this  matter  is  well  known  by  this  time. 

Mr.  Keesling:  I  think  it  is  immaterial  to  begin 
with  but  I  want  the  opportunity  to  meet  it. 

The  Court:  It  may  be  that  to  avoid  calling  him 
back  that  the  Court  may  strike  it;  only  for  that 
purpose  but  not  because  the  objection  was  timely. 

You  may  call  the  Jury. 

If  you  wish  to  make  the  motion  in  the  [5000] 
presence  of  the  Jury,  you  may. 

Mr.  Keesling:  I  will  not  because  I  don't  con- 
sider it  that  important. 

The  Court:  Well,  the  Court  will  not  recognize 
your  motion  and  may  not  permit  rebuttal. 

Mr.  Keesling:     Then  I  will. 

(Whereupon,  the  Jury  was  returned  to  the 
Court  Room  and  the  Witness  resumed  the  wit- 
ness stand.) 

The  Court:  You  may  be  seated.  It  is  stipulated 
that  the  Jury  and  all  Defendants  are  present  in 
the  court  room? 

Mr.  Griffin:    Yes,  your  Honor. 
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Mr.  Moriarty:     Yes,  your  Honor. 

The  Court:    Von  may  proceed,  Mr.  Griffin. 

Q.  (By  Mi'.  Griffin):  Mr.  Kachh  in,  you  rela 
llic  firsl  of  three  matters  thai  disturbed  you  between 
September  L3th  and  your  meeting  with  Mr.  Taylor 
on  October  27th,  the  first  going  to  [ssaquah  and 
your  conversation  with  Mr.  Erickson.  What  were 
the  two  others? 

A.  The  second  thing  was  that  at  my  meeting 
with  Mr.  Taylor  on  September  13th  of  1950,  when 
wo  discussed  the  Forster  matter,  lie  had  stated  that 
he  [5001]  didn't  feel  like  he  had  any  concern  with 
respect  to  any  tax  deficiencies  that  may  be  made 
as  he  kept  but  the  ledger  and,  secondly,  he  had  a 
stamp  that  he  placed  upon  the  income  tax  return 
that  would  give  him  protection  simply  from  facts 
and  figures  given  to  him  by  the  bookkeepers  and  by 
Forster  in  connection  with  income  tax  returns. 

The  third  thing  that  disturbed  me  was  the  fact 
that  in  my  conversations  with  Mr.  Eppler  and  Mr. 
Marx,  Mr.  Eppler  in  particular  had  taken  the  posi- 
tion that  he  felt  that  there  was  a  conflict  of  interest 
developing  and  wondered  what  I  was  going  to  do 
about  it.  As  I  recognized  that  the  agents  in  their 
examination  sometimes  have  information  that  we 
don't  have,  that  disturbed  me.  We  had  discussions 
with  respect  to  it  culminating  in  my  meeting  with 
Mr.  Taylor  on  the  27th  of  October. 

Those  are  the  three  things  that  in  my  mind  made 
it  imperative  that  I  take  some  action  to  alleviate 
the  situation. 
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Q.  Then  you  did  have  a  conference  on  October 
27th  with  Mr.  Taylor?  A.     I  did,  sir. 

Q.  And  will  you  state  to  the  Jury  the  substance 
of  that  conference?  [5002] 

A.  The  conference  took  place,  if  my  memory 
serves  me  best,  in  the  morning  of  the  27th.  Mr. 
Taylor  came  to  the  office  either  at  a — as  a  result  of 
a  telephone  call  which  he  gave  me  or  I  gave  him. 
I  am  not  sure  which.  And  when  he  arrived  we  dis- 
cussod  first  his  trip  and  secondly  the  problem  that 
was  before  us  which  I  had  stated  to  him  in  the 
telephone  conversation,  that  it  was  essential  that 
we  meet  because  I  felt  that  a  conflict  of  interest  was 
developing  in  connection  between  himself  and  Mr. 
Forster  and  it  was  necessary  for  me  to  straighten 
that  matter  out.  I  explained  to  him  that  the  Gov- 
ernment agents  and  our  own  accountants  had  deter- 
mined that  there  was  substantial  shortage  of  in- 
come for  a  period  of  years,  that  the  books  and  rec- 
ords of  the  company  were  not  in  good  shape,  as  a 
matter  of  fact,  they  were  a  mess,  as  was  expressed 
to  me  by  the  accountants,  that  in  going  over  the 
various  transactions  further  that  Mr.  Forster  took 
the  position  that  he  relied  on  all  financial  matters, 
the  keeping  of  the  records  and  books,  on  Mr.  Taylor 
even  to  the  extent  of  hiring  and  firing  the  account- 
ing employees,  that  Mr.  Erickson  at  a  meeting  I 
had  had  with  him  a  few  days  before  indicated  that 
there  were  certain  changes  made  in  the  books  and 
records  which  reduced  [5003]  income  which  were 
improper,  and  for  that  reason,  as  a  lawyer  some- 
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times  finds  himself  in  the  place  where  you  have 
two  i x'o| >le  that  you  have  done  work  for,  it  was 
essential  for  me  to  either  withdraw  entirely  from 
the  case  or,  with  the  consent  of  both  parties,  repre- 
sent one,  and  that  he  being  the  first  client  in  time 
he  would  have — if  Mr.  Forster  approved  T  could 
represent  Mr.  Taylor,  or,  if  Mr.  Taylor  felt  that 
it  would  be  better  I  represent  Mr.  Forster,  with  liis 
approval  T  could  represent  Mr.  Forster.  I  explained 
lo  him  that  during  the  four  month  period  a  number 
of  things  had  occurred  wherein  I  had  taken  an  ac- 
tive part  in  the  Forster  enterprises  commencing  in 
the  first  part  of  September  by  being  placed  on  the 
Board  and  being  made  an  officer  of  these  companies 
in  an  effort  to  protect  the  interest  of  the  Govern- 
ment against  money  going  underground,  or  money 
being  dissipated  that  could  be  used  for  the  payment 
of  income  taxes  under  a  procedure  that  had  been 
worked  out  between  Government  officials,  Mr.  For- 
ster, his  accountants  and  his  attorneys.  Mr.  Taylor 
expressed  the  opinion  that  he  felt  that  he  himself 
was  not  involved  in  the  matter,  again  reiterating  the 
same  position  he  had  taken  with  me  on  the  13th, 
namely  that  he  had  merely  kept  the  ledger  [5004] 
of  the  companies  and  had  reported  the  income  ]'• 
the  ledger  and  from  the  information  furnished  by 
Mr.  Forster,  Mr.  Erickson,  and  the  other  bookkeep- 
ers involved,  and  lastly,  he  had  that  stamp  that  he 
thought  protected  himself.  He  believed  that  inas- 
much as  I  had  gotten  into  Mr.  Forster 's  affairs  very 
deeply  from  the  standpoint  of  the  management  and 
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protection  of  the  assets  that  I  should  continue  on 
with  Mr.  Forster  and,  if  possible,  recommend  an 
attorney  of  his,  that  he  could  select  to  represent 
him. 

We  did  look  through  the  telephone  directory.  I 
mentioned  the  names  of  several  attorneys  that  I 
knew  were  working  in  tax  work  that  I  felt  were 
competent  and  capable,  one  of  whom  was  Mr.  Le- 
Sourd,  and  another  was  Mr.  Jones,  and  two  or  three 
others.  We  discussed  the  background  of  some  of 
them  and  as  a  result  Mr.  LeSourd  was  selected  by 
us  both.  When  that  selection  was  made  I  called 
Mr.  LeSourd  at  his  office  and  asked  him  if  he  was 
in  a  position  to  come  up,  that  I  had  a  matter  which 
involved  a  conflict  of  interest  and  would  like  to  see 
if  he  could  represent  a  client  of  mine.  About  ten 
minutes  later  Mr.  LeSourd  came  to  our  office.  I  in- 
troduced him  to  Mr.  Taylor  and  told  him  that  I 
had  [5005]  been  representing  Mr.  Taylor  for  sev- 
eral years  and  that  I  had  certain  income  tax  matters 
relating  to  Mr.  Taylor  that  needed  handling  and 
that  in  addition  to  that  there  was  a  conflict  of  in- 
terest developing  between  Mr.  Taylor  and  Mr.  For- 
ster in  regard  to  the  income  tax  investigation  of 
Mr.  Forster.  We  had  a  general  discussion,  the  first 
part  of  it  I  can't  definitely  recollect.  The  arrange- 
ment seemed  to  be  satisfactory.  Mr.  Taylor  ex- 
pressed the  fact  he  had  heard  of  Mr.  LeSourd  and 
was  satisfied  with  him  and  an  arrangement  was 
made  whereby  Mr.  LeSourd  would  take  over  in  be- 
half of  Mr.  Tavlor  and  I  was  to  turn  over  the  files 
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in  connection  with  the  income  tax  returns  and  the 
income  tax  matter  we  had  involving  Mr.   Taylor. 
After  that  was  said  I  believe  they  left  the  office. 

Q.  Was  there  anything  up  to  that  point,  BO  far 
as  you  know,  of  any  unfriendly  feeling  or  attitude 
of  Mr.  Taylor  toward  you? 

A.  None  whatsoever.  When  he  left  he  said  he 
was  i (leased  with  the  arrangement  and  he  was  hope- 
ful we  would  be  able  to  work  together  in  connection 
with  that. 

Q.  When  did  you  first  realize  that  there  was  an 
actual  conflict  of  interest?  [5006] 

A.  Oh,  the  earliest  I  can  recollect  is  in  Novem- 
ber or  December  of  1950  when  further  investigation 
of  the  changes  in  the  year-end  1949  matter  were 
gone  into. 

Q.  Those  matters  referred  to  changes  in  Mr. 
Taylor's  ledger  and  work  sheets? 

A.     That  is  right. 

Q.    By  Mr.  Taylor?  A.     That  is  right,  sir. 

Q.  Did  you  have  any  conference  other  than  you 
testified  to  in  connection  with  this  matter  with  Mr. 
Eppler  in  August,  September,  or  prior  to  this  meet- 
ing of  October  27th? 

A.  Well,  I  testified  to  the  first  meeting  I  had 
with  Mr.  Eppler,  August  29.  1950,  at  the  office  of 
louche,  Niven,  Bailey  and  Smart  when  I  first  met 
him.  T  had  a  second  conference  with  him  in  the 
office  of  Mr.  Stockton  that  same  afternoon  where 
f>resen1  there  was  Mr.  Stockton,  Mr.  Marx,  Mr. 
Frank,  Mr.  Eppler,  Mr.  Forster,  Alkire  and  Trem- 
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per.  That  was  the  second  conference.  The  next 
time  that  I  either  talked  or  met  with  him  that  I 
can  recollect  is  a  telephone  conversation  with  him 
on  the  morning  of  September  6th  when  I  called 
him  in  respect  to  a  telephone  call  that  I  had  had 
from  Mr.  [5007]  Tremper.  The  next  conference 
that  I  had  with  Mr.  Eppler  that  I  can  recollect  was 
on  or  about  the  16th  of  October  of  that  year  which 
was  a  rather  lengthy  one.  I  did  have  one  or  two 
telephone  conversations  with  him  during  the  in- 
terim.  One  was  about  October  5th  and  the  other 
one  was  either  with  Mr.  Eppler,  or  Mr.  Marx,  on 
the  afternoon  of  September  13th,  or  the  morning  of 
September  15th — 14th,  rather — September  13th  or 
14th.  That  is  prior  to  October  27th,  as  I  under- 
stand, Mr.  Griffin. 

Q.  Anything  in  connection  with  that  September 
meeting  other  than  the  statements  that  you  have 
referred  to  that  you  recall  of  Mr.  Eppler  suggest- 
ing a  conflict? 

A.  On  September  6th  the  telephone  call  was  in 
response — my  telephone  call  to  Mr.  Eppler  was  in 
ponse  to  a  call  that  I  had  from  Mr.  Tremper. 
Mr.  Tremper  called  to  advise  that  Mr.  Eppler  was 
requesting  that  Mr.  Tremper  turn  over  to  him  cer- 
tain work  papers  of  Mr.  Taylor  that  he,  Trem- 
per  

Mr.  Moriarty:  May  I  suggest  that  there  is  no 
dispute  about  this  conversation  with  Mr.  Eppler? 

The  Court:  The  only  part  that  has  to  do  with 
conflict  has  any  bearing.  [5008] 
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Mr.  Moriarty:    Tt  hasn't  any  bearing  thai   i  can 

see. 
Mr.  LeSourd:    I  think  it  docs,  your  Honor. 

The   Court:      My    recollection    is    flint    there    was 
some  statement  regarding  that. 

The  Witness:    May  I  proceed,  sir? 
The  Court:    You  may. 

A.  (Continuing)  As  I  stated,  Mr.  Tremper  had 
advised  me  that  Mr.  Eppler  had  requested  that  Mr. 
Tremper  turn  over  to  him  certain  work  papers 
which  were  in  the  possession  of  Mr.  Tremper  at 
the  time  and  Mr.  Tremper  asked  me  what  he  should 
do  with  respect  to  it.  T  told  him  that  in  my  opinion 
he  would  be  required  to  turn  those  papers  over  to 
Mr.  Eppler  if  he  was  served  a  summons  but  that  I 
would  call  Mr.  Eppler  and  sec  if  we  couldn't  retain 
them  for  the  time  being.  I  called  Mr.  Eppler  and 
while  Mr.  Eppler  testified  he  thought  it  was  a  long 
distance  call  it  actually  took  place  from  my  office. 
I  called  him  and  the  conversation  as  related  by  Mr. 
Eppler  is  substantially  the  same  as  I  recall,  Mr. 
Griffin,  namely  that  he  made  request  for  the  deliv- 
ery of  the  papers.  I  told  him  I  thought  that  they 
were  privileged.  He  stated  that  he  thought  he  could 
get  [r>009]  possession  of  them  and  that  a  foot  race 
might  develop.  T  told  him  T  thought  I  could 
them  back  in  my  office  and  might  hold  them  and 
that  a  foot  race  might  develop  and  eventually  it 
wound  up  he  did  want  them  and  my  own  opinion 
was  he  had  the  right  to  them  if  he  served  a  sum- 
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mons  and  I  told  him  if  he  served  a  summons  on 

Mr.  Tremper  I  would  call  Mr.  Tremper. 

Q.  (By  Mr.  Griffin)  :  Have  you  confirmed  your 
opinion  that  he  was  entitled  to  them? 

A.     No  question  about  that,  sir. 

Q.  Did  you  turn  them  over  to  Mr.  LeSourd  all 
of  the  documents,  papers,  whatever  they  may  be — 
may  have  been — of  Mr.  Taylor's  involving  both  his 
criminal  and  civil  matters? 

A.     To  the  best  of  my  ability,  yes,  sir. 

The  Clerk:  Defendants'  Exhibit  Number  A-149 
marked  for  identification. 

(Defendants'  Exhibit  A-149  marked  for  iden- 
tification.) 

Q.  (By  Mr.  Griffin)  :  Handing  you  Exhibit  A- 
149  for  identification  I  will  ask  you  if  this  is  a 
letter  of  March  1,  1951,  from  Mr.  LeSourd  to  you? 

A.    Yes,  sir.  [5010] 

Q.    Your  reply  of  March  16,  1951,  office  copy? 

A.     Yes,  sir. 

Q.  And  Mr.  LeSourd 's  letter  to  you,  March  19, 
1951,  dealing  with  that  matter?  A.    Yes,  sir. 

Q.  The  conflict  having  developed  in  which  you 
withdrew  as  attorney  for  Mr.  Taylor,  did  you  ever 
make  Mr.  Taylor  any  charge  for  all  the  services 
rendered  to  him  subsequent  to  the  hearing  in  court 
in  Tacoma  on  April  25,  1950? 

A.     I  did  not,  sir. 

Q.  Did  you  serve  him  throughout  to  the  best  of 
your  ability  as  a  member  of  this  Bar? 

A.     I  did,  sir. 
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Mr.  Griffin:    I  offer  in  evidence  A-149. 
Mr.  LeSourd:    No  objection. 
Mr.  Moriarty:    A  continuing  objection. 

The  Court:  There  being  no  objection  from  Mr. 
Taylor's  counsel,  the  exhibit  will  be  admitted  as 
similar  exhibits  have  been  admitted  today.  Members 
Of  the  Jury:  the  same  limitation. 

(Defendants'  Exhibit  A-149  admitted  in  evi- 
dence.) 

Q.  (By  Mr.  Griffin) :  The  first  is  a  letter,  March 
L  1951,  on  [5011]  the  letterhead  of  Little,  LeSourd, 
Palmer  and  Scott,  to  Mr.  Kachlein,  "Re:  L.  Hicks 
Taylor." 

"Dear  George: 

"Mr.  Taylor  has  asked  me  to  get  from  you  his 
entire  file,  including  all  material  relating  to  his  tax 
matters,  both  criminal  and  civil,  and  those  of  his 
wife,  and  all  personal  papers  of  himself  and  wife, 
including  wills.  If  you  desire  a  letter  in  writing 
from  him,  I  will  be  pleased  to  get  the  same. 

"Also,  we  should  have  the  withdrawal  of  your- 
self and  Charlie  Osborn  *  *  *  " 

That  is  an  associate? 

A.     A  partner  of  mine. 

Q.  "  *  *  *  under  the  powers  of  attorney  hereto- 
fore executed  by  Mr.  and  Mrs.  Taylor.  We  talked 
about  that  matter  before,  and  I  am  not  sure  but 
what  you  have  already  sent  such  a  withdrawal  in. 
If  so,  please  ignore  this  request." 

In  representing  a  taxpayer  before  the  Internal 
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Revenue   Bureau  you  have   to  have   a   particular 

power  of  attorney,  do  you  not? 

A.     That  is  correct. 

Q.     Or  they  won't  recognize  the  lawyer? 

A.     That  is  right. 

Q.  "Further,  Ave  should  have  your  withdrawal 
as  attorney  [5012]  in  the  cases  involving  Mrs.  Taylor 
which  I  am  informed  are  pending  in  the  Tax  Court. 
I  assume  that  the  copies  of  the  Tax  Court  petition 
and  other  documents  will  be  among  the  papers  that 
you  will  send  to  me. 

"Very  truly  yours," 

Signed,  "Fran";  underneath,  "F.  A.  LeSourd." 

Second,  March  16,  1951,  Mr.  Kachlein 's  letter 
addressed:  "Dear  Fran";  and  itemizing  the  enclos- 
ures being  sent  to  Fran. 

And  the  last  letter,  March  19,  1951,  addressed 
"Dear  George";  again  signed  "Fran,"  acknowledg- 
ing receipt  of  the  documents. 

And  as  of  that  time,  1951,  did  you  ever  hear  any 
claim  made  or  asserted  as  has  been  in  this  court 
room  by  Mr.  Taylor  or  his  counsel  ? 

A.     No,  sir. 

Q.  And  at  any  time  did  either  Mr.  LeSourd 
or  Mr.  Cox  or  anyone  from  that  firm  confer  with 
you  to  ascertain  what  the  facts  of  your  employment 
were  and  the  manner  of  your  withdrawal  of  repre- 
senting Mr.  Taylor?  A.     No,  sir. 

Q.  Just  the  charge  made  here  in  this  court 
room?  A.     Yes,  sir.  [5013] 

Mr.  Griffin:    You  may  inquire. 
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Mr.  Moriarty:  At  this  time  the  Government 
moves  to  strike  the  testimony  of  Mr.  Kaehlein  as 
immaterial  and  irrelevant  and  under  the  position 
that  the  Government  has  taken  we  indulge  in  no 
cross  examination. 

The  Court:    Motion  denied. 

Mr.  Koesling,  do  you  have  something? 

Mr.  Keosling:  I  may  want  to  cross-examine 
after  Mr.  LeSourd. 

The  Court:  T  am  inclined  to  think  in  the  interest 
of  saving  time,  there  being  some  indication  by  Mr. 
Keesling  in  the  absence  of  the  Jury,  that  certain 
portions  of  Mr.  Kachlein's  testimony  relating  to 
Mr.  Erickson  are  not  material  to  the  matter  now 
before  the  Jury,  if  it  remains  the  Conrt  would  feel 
that  Mr.  Erickson  is  entitled  to  rebuttal  to  meet 
that.  Therefore,  the  Court  for  that  reason  believes 
that  that  portion  of  the  testimony  of  Mr.  Kaehlein 
wherein  he  related  his  conversation  and  discussion 
with  Mr.  Erickson  should  be  stricken  and  disre- 
garded completely.  It  would  have  no  relation  other- 
wise, as  I  understand  it. 

Yon  may  proceed.  That  will  eliminate  cross  ex- 
amination or  rebuttal  on  that.  [5014] 

Mr.  Griffin:    Exception. 

The  Court:     The  exception  may  show. 

Mr.  LeSourd:  What  order  does  the  Government 
want  the  cross  examination? 

The  Court:  The  Government,  in  view  of  their 
position,  waives  cross  examination. 

Mr.  Moriarty:    No  interest  in  the  controversy. 
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Mr.  LeSourd:    Very  well.  [5015] 

Cross  Examination 

Q.  (By  Mr.  LeSourd) :  Mr.  Kachlein,  you  men- 
tioned in  your  examination  that  Mr.  Taylor  had 
bought  some  clients  into  your  office  in  the  years 
before  he  got  into  trouble  who  had  some  controversy 
with  the  Bureau  over  family  partnerships? 

A.    Yes,  sir. 

Q.  These  family  partnership  cases  involved  legal 
questions  as  to  the  validity  of  these  partnerships, 
did  they? 

The  Court:  May  I  interrupt  a  moment,  Mr.  Le- 
Sourd % 

Mr.  LeSourd:    Yes,  sir. 

The  Court:  I  think  my  striking  of  that  testi- 
mony is  quite  broad.  I  don't  mean  to  strike,  Mem- 
bers of  the  Jury,  the  testimony  relating  to  the  fact 
that  Mr.  Kachlein  went  out  to  see  Mr.  Erickson  and 
of  his  books.    I  strike  only  the  conversation. 

Mr.  Keesling :  I  think  there  was  one  other  matter. 
He  made  some  observations  about  the  conversations. 

The  Court:  Well,  any  observation  or  conclusion 
he  may  have  made  as  to  Mr.  Erickson  or  [5016] 
state  of  mind,  I  won't  strike  that. 

Mr.  Griffin:  I  was  under  the  impression  that 
what  your  Honor  meant  to  strike  was  Mr.  Kach- 
lein's  observation  of  what  Mr.  Erickson  told  him. 

The  Court:    Yes. 

Mr.  Keesling:  That  is  what  I  am  referring  to, 
his  observations  on  the  conversations. 


United  States  of  America  2511 

(Testimony  of  George  F.  Kachlein,  Jr.) 

The  Court:     Yes. 

Mr.  Keesling:  Not  that  he  had  a  conversation. 
I  have  no  objection  to  that. 

The  Court :  I  believe  it  is  clear.  I  am  sorry,  Mr. 
LeSourd. 

Mr.  LeSourd :    That  is  all  right. 

Q.  (By  Mr.  LeSourd  continuing) :  Mr.  Kach- 
lein, the  problems  involved  in  these  family  partner- 
ships were  problems  of  the  status  of  the  partner- 
ships for  tax  purposes'? 

A.  The  first  case  was,  Mr.  LeSourd.  The  second 
case  had  family  partnership  status  together  with 
other  matters. 

Q.     It  had  some  depreciation  matter  in  addition  ? 

A.  Depreciation  and  business  expense  as  against 
personal  expense.  [5017] 

Q.  And  these  family  partnership  matters,  the 
courts  were  in  some  confusion  at  that  time  as  to 
the  applicable  rules,  were  they?  A.     Yes,  sir. 

Q.  And  that  was  finally  determined  by  a  Su- 
preme Court  decision?  A.     Yes,  sir. 

Q.     Now,  is  it  your  testimony  that  not  until  No- 
vember, I  believe  you  said,  of  1950  did  you  realize 
tli ere  was  a  conflict  in  your  representation  of 
Forster  and  Mr.  Taylor  * 

A.  That  isn't  quite  it.  I  stated  that  I  realized 
that  there  was  this  conflict — it  looked  to  be  a  con- 
flict— when  I  met  with  Mr.  Taylor  on  the  27th,  sir. 

Q.  Is  it  your  testimony  that  you  had  no  realiza- 
tion of  a  conflict  prior  to  that  time? 
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A.  There  was  a  possibility  of  a  conflict  prior 
to  that  time,  yes. 

Q.  When  did  you  first  realize  the  possibility  of 
a  conflict? 

A.     In  October,  about  the  23rd  or  24th,  sir. 

Q.     When  you  went  out  to  Issaquah? 

A.    Yes,  sir. 

Q.     And  that  was  the  very  first  time?  [5018] 

A.     Yes,  sir. 

Q.  (Continuing)  That  you  realized  the  possibil- 
ity of  conflict? 

A.  Well,  now,  possibility  of  a  conflict  existed 
from  the  very  first  time  that  an  Internal  Revenue 
Agent  walked  in  to  Mr.  Forster 's  business.  I  mean, 
there  could  be  a  conflict  of  interest,  and  insofar  as 
this  case  is  concerned — I  mean  Mr.  Taylor  and  Mr. 
Forster — the  possibility  of  conflict  did  not  exist  in 
my  mind  until  the  meeting  that  I  had  with  him  on 
September  13th,  wherein  he  had  made  the  statement 
that  he  was  not  worried  with  respect  to  his  own 
self  as  he  kept  the  records  as  to  the  ledger  accounts 
and  that  he  did  not  go  further  than  that.  That  was 
the  first  time  that  there  was  the  possibility  of  a 
conflict  in  my  mind  resulting.  I  felt  that  was  the 
result  of  a  man  who  had  been  incarcerated  for  a 
period  of  time  coming  back  upset  and  having  been 
interviewed,  or  attempted  to  be  interviewed,  by  the 
Government  agents.  He  was  mentally  disturbed 
about  it,  Mr.  LeSourd,  and  it  disturbed  me,  too. 

Q.  Did  you  ever  state,  Mr.  Kachlein,  to  anyone 
prior  to  October  27,  1950,  when  you  severed  your 
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relations  with  Mr.  Taylor  that  Mr.  Taylor  or  In 
Recounting  was  responsible   dor  Mr.  Forster's  tax 
position,  [r>()lf)]  or  words  to  thai  effect*? 

A.     I  think  I.  did,  sir. 

Q.    Will  you  tell  us  when  and  to  whom? 

A.  I  think  on  the  26th  of  October  T  had  rather 
a  lengthy  conference  with  Mr.  Eppler  and  Mr. 
Marx.  It  lasted,  approximately,  oh,  I  would  say, 
tliree  hours.  It  involved  many  matters  in  connec- 
tion with  the  Porster  investigation.  First,  if — may 
I  relate  the  Cull  conference? 

Q.     Go  right  ahead,  sir. 

A.  First  they  were  concerned  over  the  fact  that 
the  information  which  they  had  requested  from  the 
accounting  firm  they  were  not 

Q.  (Interposing)  Just  a  moment.  I  am  simply 
asking  whether  you  made  such  a  statement  and 
when,  and  what  the  statement  was. 

A.  During  the  period  of  the  conversation  the 
question  arose  as  to  could  I  explain  how  such  a 
substantial  deficiency  had  resulted?  I  said  I  thought 
that  it  was  due  to  the  faulty,  sloppy,  poor  account- 
ing of  Mr.  Taylor. 

Q.  Now,  was  this  the  first  time  you  had  made 
such  a  statement? 

A.     As  far  as  sloppy  accounting? 

Q.  A  statement  as  far  as  sloppy  accounting  of 
Mr.  [5020]  Taylor  in  connection  with  Mr.  Forster's 
tax  trouble? 

A.     I  may  have  made  it  earlier  than  that,  sir. 
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Q.  Can  you  tell  us  when  you  may  have  made  it  1 
When  you  did  make  it  earlier  than  that? 

A.  I  think  one  of  the  questions  was  asked, 
either  myself  or  Mr.  Forster,  at  a  meeting  with  Mr. 
Frank,  Mr.  Stockton,  on  August  29th  when 

Q.     And  you  made  such  a  statement  then? 

A.    Yes. 

Q.  Did  you  make  such  a  statement  earlier  that 
day  also?  A.     I  don't  recall,  Mr.  LeSourd. 

Q.  Did  you — did  it  not  make  you  believe  there 
was  a  conflict  in  your  representation  of  these  two 
parties  when  you  made  such  a  statement? 

A.  No,  I  didn't  think  so  because  sloppy  book- 
keeping didn't  mean  fraudulent  actions. 

Q.  Is  it  customary  for  an  attorney  to  blame  an- 
other person's  tax  troubles  on  his  clients'  bookkeep- 
ing, or  any  other  action? 

Mr.  Griffin:     If  a  fact. 

A.    Will  you  repeat  the  question? 

The  Court:    Mr.  Reporter,  read  the  question. 

(Whereupon,  preceding  question  was  read  by 
the  reporter.) 

The  Court:    Is  that  material  to  this  matter? 

Mr.  LeSourd:     I  believe  it  is,  your  Honor. 

The  Court:    The  custom? 

Mr.  Griffin:  The  question  entirely  general.  I  will 
object  to  it.  I  didn't  want  to.  The  question  is  im- 
proper as  to  custom.  What  is  the  fact? 

The  Court:    Sustain  the  objection  as  to  custom. 

Q.  (By  Mr.  LeSourd  continuing)  :  Well,  is  it 
your  practice  to  do  that,  Mr.  Kachlein? 
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A.  No.  These  were  rather  peculiar  circum- 
stances, Mi*.  LeSourd.  Eere  you  had  Mr.  Marx  who 
bad  worked  on  the  Taylor  case  being  the  same  agent 
that  was  working  on  the  Forster  case.  You  had  him 
also  working  on  another  case  involving  a  clienl  of 
Mi*.  Taylor's.  You  had  certain  Cads  which,  where 
you  deal  with  a  person,  become  apparent.  You  had 
facts  which  both  of  us  had  knowledge  of  which 
clearly  showed  that  his  iy})^  of  accounting  was 
sloppy,  was  nol  carefully  done.  Both  of  us  knew 
it.  So  that  our  [5022]  comments  were  like  two  peo- 
ples working  alongside  one  another.  It  wasn't  done 
with  any  idea  of  harming  Mr.  Taylor.  It  was  the 
fact. 

Q.  Now,  in  the  meeting  of  April  26,  1950,  with 
Mr.  Marx,  did  you  make  a  similiar  statement  with 
respect  to  Mr.  Forster's  problem,  that  they  were 
undoubtedly  due  to  Mr.  Taylor's  sloppy  accounting, 
or  words  to  that  effect? 

A.  No,  because  I  didn't  know  what  condition 
Mr.  Taylor's — Mr.  Forster's — books  were  in. 

Q.  You  heard  Mr.  Marx's  testimony  to  that  ef- 
fect? 

A.  I  heard  Mr.  Marx's  testimony  to  that  and 
his  testimony  wasn't  that,  sir. 

Q.  Now,  correct  me  if  I  am  wrong.  I  recollect 
his  statement  to  be  that  you  said  that  if  there  were 
any  errors  or  anything  wrong  with  Mr.  Forster's 
return  that  it  was  undoubtedly  due  to  Mr.  Taylor's 
sloppy  accounting.  Am  I  in  error  in  that  recollec- 
tion? 
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A.  I  think  that  recollection  is  quite  correct.  That 
is  different  from  the  first  statement,  though. 

Q.  I  am  sorry.  I  didn't  realize  it  was.  Did  you 
say  that  Mr.  Marx's  statement  of  your  conversa- 
tion is  incorrect"?  [5023] 

A.  I  don't  recollect  saying  that.  I  have  no  reason 
to  doubt  Mr.  Marx's  statements,  however.  As,  again 
I  say,  both  Mr.  Marx  and  I  had  worked  on  Mr. 
Taylor's  case.  We  had  discussed  Mr.  Taylor's  case 
that  morning  because  it  was  fresh  in  everybody's 
mind  and  I  might  have  said  that,  sir. 

Q.  Mr.  Marx  said  you  stated  it  in  connection 
with  Mr.  Forster's  case.  Do  you  say  you  don't 
recollect?  A.     I  do  not. 

Q.  Would  you  deny  that  you  made  that  state- 
ment? 

A.  I  have  no  recollection  of  it.  I  could  have 
made  it  and  I  could  not  have  made  it,  sir.  I  don't 
know. 

Q.  Wouldn't  that  statement  call  to  your  mind 
the  fact  that  there  was  a  conflict  in  the  representa- 
tion of  these  two  men? 

A.  I  didn't  make  the  statement  to  the  best  of  my 
recollection,  sir. 

Q.     But  you  don't  deny  that  you  did? 

A.  No,  I  don't  deny  it  because  I  have  no  recol- 
lection of  it,   Mr.   LeSourd. 

Q.  Did  you  make  any  memorandum  of  that  con- 
versation? [5024] 

A.  No,  I  made  no  memorandum  of  that  con- 
versation.   The    memorandum    was    made    by    Mr. 
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Iremper  and  a  copy  of  the  memorandum  was  fur- 
nished Mr.  Marx. 
Q.    Mr.  Marx  did  make  a  memorandum? 

A.  The  first  time  I  knew  that  he  made  a  mem- 
orandum was  when  I  heard  of  it  in  this  court  room, 
sir. 

Q.     Yes. 

A.  And  that  memorandum  was  not  made  in  my 
bresence  or  at  that  meeting. 

Q.  Now,  you  went  on  after  that  all  through  the 
summer  and  fall  handling  various  legal  matters  for 
the  Taylors?  A.     I  did,  sir. 

Q.  And  when  was  the  first  time  that  you  felt 
that  there  was  a  possibility  of  a  prosecution  in  this 
case  or  a  charge  of  fraud? 

Mr.  Griffin:     That  is  a  double  question. 

Mr.  LeSourd:    I  will  change  it. 

Q.     (By  Mr.   LeSourd  continuing) :     When  did 
you  realize  there  was  a  possibility  of  a  fraud  cha 
in  this  case? 

A.  The  day  that  the — that  Mr.  Eppler  came  into 
the  case,  which  was  August  29,  1950.  There  was 
[5025]   a  possibility  but  not  a  probability. 

Q.  I  am  talking  about  a  possibility.  Not  prior  to 
that  time?  A.     No,  sir. 

Q.  The  conference  in  April — the  26th — 1950.  Mr. 
Marx  informed  Mr.  Porster  of  his  Constitutional 
rights,  didn't  he  ?  A.     Yes,  sir,  he  did. 

Q.  That  is  asked  only  where  there  is  a  possibil- 
ity of  fraud,  isn't  it  ' 

A.     Not  necessarily,  Mr.  LeSourd.  There  was  no 
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discussion  at  that  meeting  whatsoever  of  any  pos- 
sible fraud  charges.  As  a  matter  of  fact,  the  state- 
ment was  made  by  Mr.  Marx  that  inasmuch  as  Mr. 
Taylor  had  pled  guilty  to  fraud  in  his  own  return 
they  were  making  an  examination  of  his  major  ac- 
counts, and  this  was  one  in  which  we  were  asked 
to  make  a  preliminary  survey.  That  is,  "we",  refer- 
ring to  the  accountants  to  do  that,  and  asked  us  to 
make  checks  to  see  if  there  was  anything  wrong. 
Now  certainly  that  didn't  infer  criminal  prosecu- 
tion or  the  possibility  of  it  in  my  mind,  sir. 

Q.  During  the  summer  you  got  advice  from 
Touche-Niven  of  increasing  amounts  of  deficiencies 
I  think  you  said.  [5026] 

A.     That  is  right,  sir. 

Q.  And  that  raised  no  question  in  your  mind  at 
that  time? 

A.  Well,  it  didn't  because  the  way  the  advice  was 
given  indicated  that  the  facts  as  I  understood  them 
to  be  then  were  that  the  books  were  in  a  mess,  that 
there  seemed  to  be  no  consistencies  between  the 
companies,  that  the  records  were  of  such  shape  that 
they  were  not  of  too  great  a  value  to  the  account- 
ants in  determining  the  income  or  the  loss  or  the 
net  worth  of  the  company,  or  companies,  and  the 
accountants  would  not  make  any  statements  to  me 
as  to  any  specific  things  that  were  going  along  until 
actually  they  checked  them  out  but  I  was  told  that 
first  of  all  there  might  be  two  hundred  thousand 
dollars  unstated,  three  hundred,  four  hundred,  five 
hundred,   until   it   got   up   to   a   rather   substantial 
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amount  that  showed,  possibly,  tax  Liability  of  four 

hundred  to  five  hundred  thousand  dollars  in  about 

the  tenth  or  twelfth  of  August,  1950.  At  that  time  I 
discussed  the  matter  with  Mr.  Forster  to  see  whether 
or  not  we  could — he  was  in  a  position  to  raise  suf- 
ficient funds  with  which  to  pay  that  tax  liability; 
even  went  to  his  bankers  to  see  what  type  of  a  loan 
could  be  made.  [5027] 

Q.  You  knew  at  that  time  there  was  a  serious 
problem  presented,  didn't  you? 

A.     Of  civil   liabilities,  yes,  sir. 

Q.  Now,  I  believe  you  testified  that  about  the 
18th  of  August  you  had  a  call  from  Mr.  Forster? 

A.     That  is  right,  sir. 

Q.  Concerning  Jack  Taylor's  petition  for  Hicks 
Taylor  ? 

A.  It  wasn't  quite  that.  I  said  several  matters 
including  the  request  of  Jack  Taylor. 

Q.  I  see;  and  you  made  an  appointment  to  Bee 
Mrs.  Taylor? 

A.  That  isn't  correct,  sir.  I  stated  Mrs.  Taylor 
called  me  to  discuss  with  her  the  matter  in  connec- 
tion with  drafting  a  will  for  her  and  I  made  an  ap- 
pointment to  go  to  her  home. 

Q.  Isn't  it  a  fact  you  called  her  after  receiving 
Mr.  Forster's  call  and  made  an  appointment  ? 

A.  That  isn't  correct,  sir.  She  called  me,  Mr. 
LeSourd. 

Q.     In  any  event,  you  went  out  to  her  home  .; 

A.     I  did,  sir. 

Q.     What  was  so  important   about   Jack's   peti- 
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tion,  or  the  will,  to  cause  you  to  go  out  to  her  home 

[5028]  rather  than  have  her  come  in? 

A.  I  was  going  to  the  beach  for  the  week-end. 
It  was  Friday.  I  live  on  Whidby  Island.  It  was  on 
my  way  out  that  I  dropped  in  to  see  her. 

Q.  Is  it  your  practice  to  drop  in  to  see  clients 
that  you  are  making  wills  out  for,  or  do  you  have 
them  come  to  your  office'? 

A.     I  do  both  ways,  Mr.  LeSourd. 

Q.  There  was  no  urgency  about  this  will,  was 
there?  A.     No,  there  was  none. 

Q.  Now,  did  you  tell  Mrs.  Taylor  that  Jack's 
petition  was  not  in  accordance  with  your  plans? 

A.  Not  in  accordance  with  the  plans  we  had 
worked  out  with  Mr.  Connor  who  was  secretary  of 
the  Washington  State  Accountancy  Board. 

Q.  Now  that  was,  you  say,  the  plan  that  you  were 
referring  to  in  talking  to  her  ?  A.     Yes,  sir. 

Q.  And  what  in  that  would  make  it  inadvisable 
for  Mr.  Taylor's  clients  to  express  their  confidence 
in  him? 

A.  There  was  nothing  that  is  wrong  in  them  ex- 
pressing their  confidence  in  him  but  I  thought  he 
was  attempting  to  get  back,  in  advance  of  the 
hearing,  [5029]  Mr.  Taylor's  L.P.A.  Certificate 
when  we  had  arranged  with  them  that  upon  his  re- 
lease we  would  have  a  hearing  and  the  full  matter 
would  be  aired.  You  see,  Mr.  Taylor — Jack  Taylor 
— did  not  contact  me,  did  not  discuss  it  at  all,  to  my 
best  recollection,  sir. 

Q.     And  you  didn't  call  him  ? 
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A.  No,  I  didn't.  I  didn'l  know  him.  'I1!]"  firsl 
time  I  ever  saw  him  was  in  couri  here. 

Q.  And  how  would  it  have  prejudiced  Mr.  Tay- 
lor before  the  Accountancy  Board  if  he  had  peti- 
tions from  Ids  clients  expressing  confidence  in  him  :' 

A.  I  thought  I  was  representing  Mr.  Taylor  and 
I  thought  if  anything  was  to  be  done  in  connection 
With  him  L.P.A.  License  it  should  come  through 
me. 

Q.    And  you  w<  re  representing  Mr.  Forster  also  ( 

A.     That  is  correct,  sir. 

Q.  Now,  did  you  know  that  Mr.  Taylor  was  re- 
turning in  a  few  weeks  to  Seattle? 

A.  Yes,  I  knew  he  was  going  to  return  in  Sep- 
tember because  Mrs.  Taylor  and  I  discussed  it. 

Q.  Why  didn't  you  have  Jack  keep  the  peti- 
tions and  simply  hold  them  for  this  hearing? 

A.  I  felt  as  Mr.  Taylor  was  coming  back  in  a 
few  weeks  it  was  better  for  him  to  sit  down  and 
work  [5030]  out  the  program.  Getting  back  his 
license  was  going  to  be  difficult  in  my  opinion. 

Q.  No  doubt,  and  having  expressions  of  con- 
fidence from  his  clients  would  have  helped,  wouldn't 
it?  A.     No  question  about  it;  right,  sir. 

■Q.  Now,  on  August  29th  when  you  say  that  you 
stated  to  the  Internal  Revenue  people  that  Mr. 
Forster's  deficiencies  were  due  to  Mr.  Taylor's 
sloppy  accounting — am  I  stating  that  correctly,  Mr. 
Kachlein  ? 

A.  Well,  I  think  to  put  it  more  correctly,  Mr. 
LeSourd,  when  the  question  was  asked  what  caused 
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these  things  the  answer  that  was  given,  I  believe, 
to  the  best  of  my  recollection,  was  that  the  financial 
affairs,  the  books,  the  records  and  the  looking  after 
the  financial  affairs  were  Mr.  Taylor's  responsibility 
and  if  there  were  errors  in  connection  with  them 
it  was  something  that  he  was  responsible  for. 

Q.  And  you  made  that  statement  in  behalf  of 
Mr.  Forster  as  a  defense  for  him? 

A.     I  believe  I  did,  yes,  sir. 

Q.  If  you  made  a  similar  statement  April  26th 
it  would  be  for  the  same  purpose?  [5031] 

A.  No,  because  I  didn't  know  anything  was 
wrong  with  the  books  on  April  26th. 

Q.  Now,  on  September  6th  you  instructed 
Touche-Niven  to  deliver  these  papers,  did  you? 

A.  No,  I  told  them  that  they  could  deliver  the 
papers  if  a  summons  was  served  upon  them. 

Q.     And  you  did  raise  the  question  of  privilege? 

A.     I  did,  sir,  yes. 

Q.  If  they  were  privileged  they  couldn't  have 
secured  them  by  summons,  could  they ;  if  they  were 
privileged  and  in  your  hands? 

A.  Well,  that  one  is  assuming  something,  be- 
cause they  would  not  have  been  privileged  even  in 
my  hands,  Mr.  LeSourd,  as  the  Courts  have  held. 

Q.  Well,  at  the  time,  however,  you  expressed  the 
statement  to  Mr.  Eppler,  didn't  you,  that  they  were 
privileged?  A.     That  is  right,  sir. 

Q.  But  still  you  permitted  them  to  be  surrend- 
ered ? 
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A.     Because   they    were   not    privileged,    in    my 

opinion. 

Q.    And  did  yon  do  that  as  a  part  of  your 
operation  for  Mr.  Forster  on  behalf  of  the  Gov- 
ernment'? [5032] 

A.  No.  They  were  papers  I  had  never  seen.  I 
didn't  know  anything  about  them.  I  got  a  call  at 
9:00  in  the  morning  from  Mr.  Tremper  stating  that 
jthe  Government  desired  to  have  the  papers,  what 
should  they  do,  they  were  Hicks  Taylor's  work 
papers.  I  said,  "I  don't  think  we  can  hold  them 
back.",  and  he  said,  "They  aren't  very  helpful  as 
far  as  we  can  see."  I  said,  "I  will  try  and  hold  them 
until  Mr.  Taylor  gets  back,"  or  words  to  that  effect, 
and  when  I  called  Mr.  Eppler  I  tried  to  retain  them 
to  the  best  of  my  ability,  knowing  that  legally  he 
could  get  them. 

Q.  You  didn't  consult  with  Mr.  Taylor  about  re- 
leasing those? 

A.  No,  sir,  I  did  not.  I  was  exercising  my  best 
judgment  on  the  matter,  sir. 

Q.  Now,  the  defense  that  you  expressed  for  Mr. 
Forster  at  the  August  29th  meeting  is  the  same 
defense  that  you  followed  throughout  this  case  for 
him,  isn't  it? 

A.  Yes,  I  would  say  so,  if  you  are  talking  about 
defense  of  his  actions. 

Q.  I  am  talking  about  defense  of  Mr.  Forster 
in  this  case.  A.    Yes,  sir.  [5033] 

Q.     Now,  on  September  13th  when  Mr.  and  Mrs. 
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Taylor  came  to  your  office,  did  you  advise  Mr.  Tay- 
lor of  any  conflict? 

A.  No,  sir,  because  I  didn't  think  there  was  a 
conflict. 

Q.     You  did  not  think  there  was  a  conflict? 

A.     No,  sir. 

Q.  It  was  Mr.  Eppler  who  raised  the  question 
with  you  as  to  a  conflict? 

A.     I  believe  it  was,  sir. 

Q.     He  could  see  the  conflict  and  you  couldn't? 

A.  Well,  that  isn't  quite  true,  Mr.  LeSourd. 
From  the  very  start  of  the  investigation  I  think  that 
Mr.  Eppler  took  the  position — at  least  I  got  the 
inference  in  dealing  with  him — that  he  was  at- 
tempting to  split  the  three  parties  and  he  was  try- 
ing to  drive  a  wedge  to  the  best  of  his  ability  and 
one  of  the  ways  to  drive  a  wedge  is  to  try  and  create 
a  conflict  and  that  is  the  impression  I  had  in  work- 
ing with  him  in  the  conferences  I  had  with  him,  sir. 

Q.  And  you  were  not  trying  to  let  any  wedge 
develop  ?  A.     That  is  correct,  sir. 

Q.  In  stating  to  the  Government  that  Taylor's 
troubles — Mr.  Forster's  troubles — were  due  to  Mr. 
[5034]  Taylor's  account  was  not  driving  a  wedge? 

A.  Was  due  to  his  sloppy  accounting,  sir,  his 
negligence  in  accounting;  not  anything  intentional 
or  wilful  on  his  part. 

Q.  Did  you  advise  Mr.  Taylor  on  September 
13th  or  at  any  time  before  or  afterwards  that  you 
were  making  such  statements  to  the  Internal  Rev- 
enue people? 
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A.    On  September  L3th  I  did  not. 

Q.    Did  you  advise  him  thai  ai  any  other  time'? 

A.  On  September  27th  I  Btated  to  him  that  Mr. 
porster  had  taken  the  position  that  he,  Mr.  Taylor, 
was  in  charge  of  the  books  and  that  any  errors  or 
shortages  of  income  were  due  to  his  bookkeeping. 

Mr.  Griffin :    Excuse  me.  You  said  September. 

The  Witness:    I  mean  October  27th.  I  am  sorry. 

Q.  (By  Mr.  LeSourd) :  Did  Mr.  Forster  take 
that  position  on  your  advice? 

A.  No,  sir,  he  took  it  on  his  advice  of  his  own. 
I  mean  his  own  actions,  sir. 

Q.  His  own  actions.  Now,  didn't  yon  sometime 
prior  to  October  12th  advise  Mr.  Eppler  that  yon 
[5035]   could  not  longer  represent  Mr.   Taylor? 

A.  No,  sir,  I  did  not.  I  had  a  conversation  with 
him  by  telephone  on  October  5th  but  that  was  not 
my  statement  to  him. 

Q.  Did  yon  advise  him  that  yon  had  a  conflict 
of  interest? 

A.  No,  sir;  I  said  if  there  was  a  conflict  of  in- 
terest then,  of  course,  I  would  have  to  remove  my- 
self from  the  case  or  handle  only  for  one  client  or 
take  some  action  with  respect  to  it.  It  was  not  until 
the  26th  of  October,  to  the  best  of  my  recollection, 
Mr.  LeSonrd,  that  I  stated  that  I  believed  a  con- 
flict developed  and  I  would  have  to  take  some  ac- 
tion in  order  to  straighten  the  matter  up  and  I  be- 
lieve Mr.  Marx  was  there  at  the  time. 

Mr.  LeSonrd:  May  I  suggest  a  recess  at  this 
time,  your  Honor? 
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The  Court:  All  right.  Ladies  and  Gentlemen  of 
the  Jury:  We  will  now  take  the  mid-afternoon  re- 
cess. The  Court  calls  your  attention  to  the  admoni- 
tion given  on  similar  occasions  and  asks  that  you 
heed  it  on  this  occasion.  You  may  now  be  excused. 

(Whereupon,  the  jury  retired  from  the  court 
room.)    [5036] 

(Whereupon,  at  1:43  o'clock,  p.m.,  a  recess 
was  had  until  2:59  o'clock,  p.m.,  May  6,  1954, 
at  which  time,  Counsel  and  Defendants  hereto- 
fore noted  being  present,  the  following  proceed- 
ings were  had,  to-wit:) 

The  Court:    You  may  call  the  Jury. 

(Whereupon,  the  Jury  was  returned  to  the 
court  room.) 

The  Court:    You  may  be  seated. 

It  is  stipulated  that  the  Jury  and  all  Defendants 
are  present  in  the  court  room? 

Mr.  Griffin:    Yes,  your  Honor. 

Mr.  Moriarty:    Yes,  your  Honor,  so  stipulated. 

The  Court:     You  may  proceed,  Mr.  LeSourd. 

Mr.  LeSourd:     Thank  you,  your  Honor. 

Q.  (By  Mr.  LeSourd)  :  Mr.  Kachlein,  at  the  Au- 
gust 29th  meeting,  two  meetings 

A.    (Interposing)     Yes,  sir. 

Q.    (Continuing)    with  the  Internal  Revenue 

people,  did  you  appear  at  those  meetings  as  Mr. 
Forster's  attorney?  A.     Yes,  I  did,  sir.  [5037] 

Q.     Did  you  appear  as  Mr.  Taylor's  attorney? 

A.     Not  of  record,  sir,  no.  I  had  no  power  of  at- 
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torney  from  him  covering  that  year,  sir,  or  those 

years  where  Mr.  Forster  was  involved. 

Q.  Did  you  tell  these  people  at  thai  meeting  that 
you  were  representing  Mr.  Taylor  '. 

A.     I  don't  recall  of  having  done  so,  Mr.  LeSourd. 

Q.  You  made  these  statements  as  Mr.  Forster's 
attorney  % 

A.  I  made  statements  as  Mr.  Forster's  attorney. 
Mr.  Marx  was  present  at  the  meeting.  Mr.  Marx 
and  I  had  sat  through  a  number  of  matters  involv- 
ing Mr.  Taylor.  He  knew  that  I  was  Mr.  Taylor's 
attorney. 

Q.  Now,  when  you  went  out  to  see  Mrs.  Taylor 
with  regard  to  Jack's  petition  are  you  certain  that 
you  talked  about  a  will  at  that  time? 

A.  I  am  quite  sure  of  it,  sir,  because  that  was 
on  the  18th  and  on  the  20th  or  21st,  22nd,  I  drafted 
a  will  and  I  think  on  the  25th  the  will  was  executed. 
I  don't  have  it  in  my  files.  I  turned  them  over  to 
you.  The  copies  and  original  to  Mrs.  Taylor,  but 
my  recollection  is  that  Mrs.  Taylor  called  me.  I  am 
sure  of  that  part,   [5038] 

Q.     You  are  sure  she  called  you? 

A.  Yes,  sir,  because  it  shows  on  our  own  tele- 
phone call  sheets  in  the  office. 

Q.  She  came  in  to  the  office,  did  she,  with  regard 
to  that  will? 

A.     She  came  in  later  with  regard  to  the  will. 

Q.     She  came  in  with  regard  to  the  will  later  \ 

A.    Yes,  sir. 

Q.     And  gave  you  the  information  for  it  I 
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A.  No;  gave  me  the  information,  the  original 
information,  at  her  home.  There  were  a  couple  of 
items  she  wasn't  certain  as  to  what  she  wanted  to 
do  with.  She  called  me,  I  think,  on  the  21st  or  22nd, 
Mr.  LeSourd,  and  I  made  a  draft  of  the  will  and  I 
redrafted  the  will  on  the  25th  and  I  think  the  will 
was  executed  on  that  date.  That  is  the  best  of  my 
recollection,  sir. 

Mr.  LeSourd:    That  is  all,  your  Honor. 
The  Court:     Any  redirect? 

Redirect  Examination 

Q.  (By  Mr.  Griffin)  :  Mr.  Kachlein,  is  the  de- 
fense of  Hans  Forster  in  this  case  based  on  the  cold 
facts  as  you  understand  them? 

A.  To  the  very  best  of  my  knowledge  and  belief, 
[5039]  sir. 

Mr.  Griffin:    That  is  all. 

The  Court:    That  is  all,  Mr.  Kachlein. 

The  Witness:    Thank  you,  sir. 

(Witness  excused.) 

*****  [5040] 

Mr.  Griffin:    Yes,  your  Honor. 

At  this  time,  the  Government  having  rested  and 
all  the  evidence  being  in,  the  Defendant  Hans  For- 
sters  renews  the  motion  heretofore  made  at  the 
close  of  the  Government's  case  for  a  verdict  of  ac- 
quittal, upon  [5057]  the  grounds  and  for  the  reason 
at  that  time  more  specifically  stated,  and  which 
grounds  have  now  become  evident  by  the  evidence 
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adduced  that  only  a  judgmenl  of  acquittal  can  be 
entered  in  this  case. 

The  Court:    The  motion  will  be  denied. 

r.  LeSourd:  If  your  Eonor  please,  at  this 
time,  all  of  the  evidence  having  been  in,  the  De- 
fendant Taylor  renews  his  motion  Tor  a  dire. 
verdict  of  acquittal  made  at  the  close  of  the  Gov- 
ernment's case  on  the  ground  that  the  evidence — 
all  of  the  evidence  now  having  been  in,  the  evidence 
remains  insufficient  to  support  a  verdict  of  guilty 
against  this  defendant. 

The  Court:     The  motion  will  be  denied. 

Mr.  LeSourd:  Also,  at  this  time,  your  Honor, 
the  Defendant  Taylor  renews  the  motions  for  mis- 
trial made  during-  the  course  of  the  trial,  and  re- 
news the  motion  for  severance  made  prior  to  the 
trial. 

The  Court:     The  motions  will  be  denied. 

Mr.  LeSourd:  May  the  record  on  this  be  held 
open,  your  Honor?  We  may  have  some  miscellane- 
ous motions  to  make. 

Mr.  Cox:    Motions  to  strike. 

The  Court:  If  you  are  going  to  get  exhibits  in, 
you  are  a  little  premature,  but  I  will  consider  them 
as  made  without  prejudice  to  the  exhibits.  [5058] 

Mr.  LeSourd:  Yes.  We  may  have  some  motions 
afterwards. 

Mr.  Mori  arty:  Your  Honor  is  barring  further 
testimony,  though  ? 

The  Court:  Apparently  we  will  not  have  any 
further  testimony  unless  there  is  some  very  cogent 
reason. 
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Mr.  Keesling :  At  this  time,  the  Defendant  Erick- 
son  renews  his  motion  for  judgment  of  acquittal, 
and  challenges  the  sufficiency  of  the  evidence  as  to 
him,  and  as  to  all  counts  generally  and  as  to  each 
count  separately  for  the  reasons  that  we  stated  in 
our  original  motion  at  the  close  of  the  Government's 
case  and  at  the  close  of  the  case  put  on  by  Mr. 
Taylor. 

The  Court:  The  motion  will  be  denied.  *  *  *  *  * 

Mr.  LeSourd :  Distinguished  Counsel,  and  Ladies 
and  Gentlemen  of  the  Jury: 

This  has  indeed  been  a  long  and  difficult  case.  On 
behalf  of  Mr.  Taylor  and  on  behalf  of  Mr.  Cox  and 
myself  as  his  attorneys,  we  wish  at  the  outset  to 
thank  you  for  your  patience  and  your  consideration 
throughout  these  many  months.  We  realize  it  has 
been  a  real  sacrifice  to  you,  and  we  want  you  to 
know  that  we  appreciate  your  consciousness  and 
your  sacrifice  in  carrying  on  your  part  in  the  pro- 
cess of  our  Government  whereby  we  seek  to  give 
Justice  to  high  and  low,  to  the  fortunate  and  un- 
fortunate, alike. 

Now,  oftentimes,  Ladies  and  Gentlemen,  the  pro- 
cess of  arriving  at  Justice  and  of  correct  decisions 
is  impeded  by  the  very  volume  of  the  material  and 
the  testimony  and  exhibits  that  are  offered  before 
a  Court  and  Jury  in  a  case  of  this  sort. 

We  feel  that  it  may  be  that  this  is  true  in  the 
case  at  bar.  We  have  throughout  this  case  [5229] 
attempted  as  best  we  could  to  limit  the  testimony 
and  the  material  to  those  matters  that  were  directly 
involved   with   the    charges    that    the    Government 
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brought.  We  have  made  a  very  Large  number  of  ob- 
jections in  this  case,  and  I  might  say  thai  it  is  not 
Bay  practice  usually  to  do  that,  but  we  have  don< 
iii  order  to  attempl  to  keep  the  n  lies  of  the 

case  from  getting  buried  under  a  fog,  under  the 
fcreat,  voluminous  mass  of  immaterial  matters,  and 
we  trust  that  you,  as  Jurors,  will  realize  that  in 
fcnaking  all  of  those  objections,  thai  we  were  en- 
$evoring  to  do  this  and  endeavoring  actually  to 
luring  out  to  you  what  the  real  issues  in  the  case 
are. 

Now,  what  is  the  essential  thing  that  you  as 
Jurors  are  to  find  in  this  case? 

Three  defendants  are  here  charged  with  income 
tax  evasion.  The  evasion  that  is  charged  is  on  Mr. 
Forster's  individual  returns  between  1945  and  1949, 
and  on  the  corporation  returns  of  the  Issaquah 
Creamery  from  1946  to  1949. 

Your  task  is  to  decide  as  to  each  defendant  sep- 
arately and  as  to  each  year  separately,  and  as  to 
each  tax-paying  entity  separately.  Your  task  is  to 
decide  separately  whether  each  one  of  these  defend- 
ants, whether  that  person  himself  wilfully  [5230] 
intended  to  evade  tax,  knowing  that  there  were 
taxes  legally  due  and  owing,  that  there  was  income 
which  was  required  to  have  been  in  that  return  and 
which  was  not  in  any  item  of  that  return. 

Not  that  a  person  should  have  known,  not  that  he 
might  have  known,  not  that  he  could  have  known, 
but  that  he  knew  when  that  return  was  filed  that 
there  was  income  which  had  to  be  reported  which 
was  not  in  any  item  of  that  return,  and  I  believe, 
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as  the  Court  will  instruct  you,  it  is  wilful  when  it 
is  done  with  bad  faith  and  evil  motive  and  your 
task,  then,  Ladies  and  Gentlemen  of  the  Jury,  is  to 
determine  whether  as  to  each  of  these  Defendants 
individually  he  acted  with  bad  faith  and  evil  motive, 
knowing  that  there  was  income  not  included  in 
those  returns  that  should  have  been  included. 

Then  your  task  really  is,  Ladies  and  Gentlemen, 
to  determine  the  state  of  mind.  Now,  in  determining 
a  state  of  mind,  the  first  thing  that  we,  as  practical 
human  beings  do,  is  to  look  at  the  surrounding  cir- 
cumstances, to  see  what  sort  of  a  state  of  mind  the 
conditions  that  exist,  would  naturally  produce  in  a 
person  imder  those  same  set  of  circumstances  in  the 
light  of  our  ordinary  human  experience. 

Now,  we  all  realize,  with  the  frailty  of  [5231] 
human  nature,  what  it  is,  that  people  will  at  times 
attempt  to  better  themselves  financially  by  cheat- 
ing others,  by  cheating  the  Government  on  their 
taxes  or  by  other  improper  conduct,  and  when  we 
find  that  such  improper  conduct  has  occurred,  and 
that  it  has  resulted  exclusively  in  financial  benefit 
to  a  particular  person,  we  immediately  know  that 
that  person  may  have  a  motive — he  could  have  a 
state  of  mind — for  committing  these  acts. 

We  also  know  from  our  experience  that  the  or- 
dinary person  desires  to  lead  a  lawabiding  life,  and 
does  not  usually  cheat  or  defraud  others,  or  his 
Government  when  there  is  no  real  benefit  to  him 
from  so  doing,  and  so  our  experience  would  lead  us 
to  believe  that  where  there  is  no  benefit  found  to 
a  person,  it  is  not  likely  that  that  person  will  have 
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a  state  of  mind,  a  motive,  intentionally  and  wilfully 
to  cheat  and  defraud  the  Government,  ot  anyone 

else. 

Now,  when  we  get  down  to  this  case,  and  to  con- 
sider particularly  the  defendant  Taylor,  as  to  whom 
it  is  my  province  in  this  case  to  speak,  we  atari  out 
then  in  the  case  not  only  with  a  presumption  of 
innocence,  which  the  Court  will  instruct  you  at- 
taches to  him  throughout  this  case,  but  also  with 
the  fact  that  he  had  no  incentive  as  found  in  the 
usual  human  [5232]  experience  to  have  knowingly 
and  with  an  evil  motive  to  participate  in  a  tax 
fevasion  scheme  to  save  Mr.  Porster  taxes.  The  evi- 
dence in  the  case  has  substantiated  what  I  told  you 
in  my  opening  statement — that  Mr.  Taylor's  total 
compensation,  his  total  income,  from  all  of  Mr.  For- 
ster's  enterprises,  averaged  approximately  fifty  dol- 
lars a  month,  taking  them  all,  even  those  where 
Mr.  Forster  had  a  minority  interest. 

The  total  amount  that  Mr.  Taylor  received  ran 
from  about  $3,000  in  the  early  years  of  this  Indict- 
ment to  a  maximum  of  five  thousand  dollars  for  the 
last  year  of  the  Indictment. 

Now,  I  do  not  need  to  go  over  with  you  in  detail 
the  extensive  services  that  Mr.  Taylor  performed 
for  this.  Mr.  Griffin  said  something  about  one  -1  a y 
a  month  for  three  of  the  companies.  That  is  silly. 
Item  after  item,  detail  after  detaail,  on  this  stand, 
you  learned  that  Mr.  Taylor  was  practically  on  call 
£or  a  myriad — a  myriad  of  services,  day  to  day, 
Week  to  week,  month  to  month,  year  to  year,  that 
had  nothing  whatsoever  to  do  with  the   ordinary 
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month-end  and  year-end  profit  statements  that  he 
got  out  for  these  businesses. 

Mr.  Taylor  performed  a  myriad  of  services,  and, 
as  I  say,  there  is  no  need  of  my  taking  your  time 
[5233]  to  go  over  them  because  you  heard  them. 

Arctic  Gardens  he  maintained  what,  for  all  prac- 
tical purposes,  was  the  offices  of  the  company,  doing 
practically  all  the  details  of  running  the  day-to-day 
work  of  that  business,  a  job  that  would  ordinarily 
pay  three  or  four  or  five  hundred  dollars  a  month. 
And  what  did  he  get?  He  got  fifty  dollars  a  month. 

You  will  recall  Mr. — the  testimony  of  Mr.  Trem- 
per,  I  believe,  that  his  time  was  charted  at  the  rate 
of  $150  a  day,  and  Mr.  Gorans'  time  was  $60  a  day. 
They  are  certified  public  accountants.  Licensed  pub- 
lic accountants  don't  get  as  high  compensation  as 
certified  public  accountants,  but  it  is  obvious  that 
what  Mr.  Taylor  received  during  this  period  was 
ordinary  pay  for  the  actual  hours  he  put  in  working 
on  this  business,  and  all  these  businesses. 

As  Mr.  Taylor  testified,  and  Mr.  Griffin  referred 
to  it  in  his  argument,  he  testified  that  taking  all  of 
these  businesses  as  a  whole  and  averaging  it  out, 
on  Arctic  Gardens  he  was  getting  far  less  than  the 
time  he  was  putting  in,  and  on  certain  ones  like 
Apex,  he  was  getting  good  pay  for  the  time  put  in, 
but  averaging  it  out,  he  felt  that  the  compensation 
was  low  but  it  was  adequate  for  what  he  was  doing, 
but  it  [5234]  would  not  justify,  Ladies  and  Gentle- 
men, further  extensive  service.  It  would  not  justify 
audits  and  detailed  verification  that  would  take  day 
after  day  of  work,   seventy  thousand   dollars   for 
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audits  that  the  defendant  Forster  says  that  he  paid. 

Now,  where  a  man  is  receiving  only  ordinary  pay 
for  the  actual  hours  he  is  working,  there  is  cer- 
tainly no  incentive,  financially  at  least,  no  motive 
shown,  that  would  furnish  any  reason  for  Mr.  Tay- 
lor knowingly  and  wilfully  to  participate  in  a  large- 
scale  tax  evasion  such  as  shown  in  this  case. 

You  may  be  sure  that  if  Mr.  Taylor  had  received 
any  financial  remuneration  above  that,  it  would 
have  been  shown  here.  In  fact,  Mr.  Forster's  de- 
fense made  a  great  thing  of  seventeen  cents  that 
Mr.  Taylor  had  received,  at  one  time,  and  another 
time  they  made  a  great  to-do  about  $64.67  that  he 
had  received  in  closing  out  his  Arctic  Gardens  ac- 
count, and  we  showed  you  that  right  on  the  very 
book  of  the  company  that  was  credited  to  his  $50  a 
month  fee  and  there  it  was  on  the  books  when  Mr. 
Gorans  must  have  seen  it  when  he  tabulated  the 
fees  that  Mr.  Taylor  received.  Yet,  they  would  try 
and  have  you  believe  that  here  was  something  that 
Mr.  Taylor  was  taking  for  himself;  and  there  was 
none  of  that,  and  if  there  [5235]  was,  you  can  be 
sure  it  would  have  been  shown  in  this  case. 

Mr.  Forster's  position  in  this  case  was  that  Tay- 
lor could  have  paid  himself  anything  that  he  wanted. 
TVell,  the  evidence  is  to  the  contrary,  but  let's  as- 
sume for  a  moment,  that  this  were  true ;  if  any  man 
were  a  knowing  participant  in  such  a  large-scale 
tax  evasion  as  shown  here,  particularly  if  he  were 
the  master  mind,  as  Mr.  Moriarty  would  like  to  tell 
you,  if  he  were  the  designer  and  planner  of  that 
evasion,  and  if  he  could  take  whatever  money  lie 
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wanted  to  out  of  it,  lie  would  take  far  more  than 
mere  minimum  pay  for  the  hours  he  actually 
worked  in  this  business. 

But,  actually,  Mr.  Forster's  contention  is  patently 
not  true.  Mr.  Forster  himself  testified  that  no  one 
made  any  salary  raises  in  his  business  without  get- 
ting his  own  personal  consent. 

lie  testified  that  he  retained  to  himself  the  de- 
cision as  to  all  substantial  increases  in  expenditures. 
When  he  learned  that  Mr.  Simonson  had  gotten 
$100  a  month  more,  he  immediately  calls  him  and 
tnkes  him  to  task. 

Schneider  testified  that  Forster  swore  when  he 
found  that  Schneider  had  paid  Taylor  an  extra 
[5236]  $600  for  a  year  in  which  Taylor  had  per- 
formed a  large  amount  of  extra  services,  because 
Mr.  Baskett  had  passed  away,  and  Taylor  then 
started  signing  checks  and  it  was  necessary  for  him 
to  go  to  Renton  twice  a  week  for  him  to  sign  checks 
of  the  business. 

The  swearing  we  don't  believe  actually  happened, 
because  it  is  obvious  that  no  one  connected  with 
Forster,  whether  Mr.  Taylor,  Schneider  or  anyone 
else,  would  have  dared  receive  any  extra  salary 
without  clearing  it  in  advance  with  Mr.  Forster, 
and  Mr.  Schneider  was  the  president  and  general 
manager  and  one-third  stockholder  of  this  company, 
and  he  was  the  one  who  signed  the  check  to  Mr. 
Taylor  for  that  $600,  and  it  is  inferrable,  I  think, 
from  the  evidence,  that  he  even  checked  that  with 
Forster  before  it  was  ever  paid  to  Mr.  Taylor. 

Forster   admitted   on   cross-examination   that   he 
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even  paid  a  bonus  to  Ribary  in  cash,  one  purpose 
being  to  avoid  oilier  employes  Learning  of  it  and 
asking  for  it  themselves.  The  reason  Mr.  Forster 
would  like  yon  to  believe  thai  Taylor  could  pay 
himself  anything  he  wanted  is  that  he  wants  you 
to  think  that  he  had  an  understanding  with  Taylor 
that  Taylor  should  make  complete  audits  of  the 
books  and  pay  himself  whatever  that  might  cost.  If 
Mr.  Taylor  had  thought  [5237]  that  he  could  get 
additional  compensation  for  additional  services  to 
Forster,  if  he  had  an  understanding  that  he  could 
pay  himself  whatever  he  liked,  and  was  to  make 
audits  of  the  books,  he  certainly  would  not  have 
continued  to  receive  $50  a  month  from  Issaquah 
Creamery  without  variation  over  a  period  from — 
and  $50  a  month  from  Alpine — $100  from  the  two 
of  them  without  any  change  from  1935  to  1950  dur- 
ing which  time  these  companies  went  from  very 
small  companies  to  large  operations  with  a  total  of 
five  or  six  million  dollars  a  year  sales  and  sub- 
stantial profits. 

Human  nature  just  isn't  that  way,  and  certainly 
it  is  not  believable  that  there  is  any  understanding 
that  Mr.  Taylor  could  pay  himself  anything  that 
he  wanted,  and  he  was  to  make  complete  cheeks  and 
audits  of  these  hooks,  no  matter  how  much  it  cost 
under  these  circumstances.  Moreover,  the  facts  in 
evidence  negative  any  such  conclusion. 

Taylor  testified  that  in  1940  when  the  businesses 
were  split,  he  asked  for  additional  compensation, 
and  the  outcome  was,  it  was  agreed  that  his  com- 
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pensation  would  stay  the  same,  and  that  Erickson 
would  do  more  work. 

Forster  does  not  deny  there  was  a  conversation 
[5238]  about  fees  at  the  time,  and  again  in  1944 
when  Daisy  Ice  Cream  was  purchased  by  Forster, 
Taylor  had  been  the  accountant  for  Daisy  Ice 
Cream,  and  was  getting  paid  for  handling  the  ac- 
counting for  that  operation. 

After  Forster  acquired  it,  Taylor's  compensation 
ceased.  This  fact  is  admitted. 

Taylor  testified  that  he  asked  Forster  whether 
he  should  continue  to  act  as  accountant  for  the  busi- 
ness, and  Forster  said,  "No,  Erickson  will  handle 
it  out  at  Issaquah." 

Mr.  Forster  denies  this  conversation,  but  the  facts 
refute  him.  Taylor's  compensation  did  cease,  and 
Erickson  from  that  time  on  did  handle  the  account- 
ing out  at  Issaquah,  and  made  up  the  financial  state- 
ments from  year  to  year  for  this  business. 

Now,  with  regard  to  this  matter  of  audit,  Forster 
certainly  knew  that  Taylor  was  not  auditing  the 
books  or  verifying  the  details. 

Back  in  1932  there  was  an  audit.  Mr.  Taylor  was 
asked  by  Mr.  Peters  and  Mr.  Forster  to  make  a 
special  audit,  and  he  did  so,  and  it  is  here  in  evi- 
dence. Mr.  Griffin  has  referred  to  it.  It  was  an  audit. 
It  had  a  detailed  letter  of  verification,  signed  by 
Mr.  Taylor,  showing  what  work  he  had  done  and 
what  assets  he  had  verified,  and  verified  that  [5239] 
subject  to  those  conditions  that  the  statement  was 
correct.  There  is  not  one  single  other  such  verified 
statement  in  this  entire  record.  Only  that  tune  was 
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[Taylor  ever  asked  to  make  an  audit,  or  verify  the 
Retails  of  the  business.  Forster  received  thai  audit. 
He  knows  what  an  audit  is.  He  knew  year  after 
year  in  thai  time  thai  be  was  getting  no  audit  or 
certification,  or  verification,  of  any  kind,  I>u1  merely 
a  list  of  assets  and  liabilities  made  up  from  the  in- 
formation given  Mr.  Taylor  without  verification. 

Now,  perhaps  Mr.  Forster  had  another  purpose 
besides  that  of  saving  money  in  not  having  his  Issa- 
quah  books  audited  in  the  year  in  question,  by  Mr. 
Taylor  or  anyone  else;  he  had  kept  control  at  Issa- 
quah  of  the  disbursements  of  Alpine  Dairy  as  well 
as  of  Issaquah  Creamery,  and  Mr.  Forster  had  also 
arranged  that  there  should  come  into  Issaquah  a 
large  number  of  receipts  from  these  various  busi- 
nesses that  he  had  an  interest  in  that  were  scattered 
over  Western  Washington,  including  Apex  and 
Finstad  and  Utgard,  and  these  other  businesses. 

Mr.  Griffin  stated  that  Mr.  Taylor  arranged  that, 
that  Taylor  had  these  Apex  checks  sent  in  to  Issa- 
quah, but  you  will  recall  Mr.  Erickson's  own  testi- 
mony [5240]  on  the  stand  that  when  he  was  claim- 
ing that  the  reason  he  had  no  place  in  the  books 
for  the  Apex  checks  was  that  they  didn't  really 
belong  to  Issaquah  but  to  Alpine,  and  he  was  asked 
why  didn't  call  Mr.  Keck  and  ask  him  to  change 
them. 

What  did  Mr.  Erickson  say? 

Forster  arranged  for  the  checks  to  come  in  here 
and  it  w^as  Hans's  business.  Why  should  I  interfere  ? 
Certainly  Forster  arranged  it.  He  was  conduct- 
ing the  details  of  the  business,  and  he  had  all  the 
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checks  of  Alpine,  or  whoever  they  belonged  to, 
coming  in  to  Issaquah. 

Now,  it  is  significant,  Ladies  and  Gentlemen,  in 
this  case,  that  all  of  this  diversion  of  income  which 
the  Government  claims  here  and  which  is  the  real 
basis  of  this  case,  all  occurred  out  at  Issaquah. 

The  Government  is  not  here  complaining  of  any 
matter  arising  out  of  the  Seattle  office  of  Alpine 
Dairy.  In  the  fog  that  has  been  attempted  to  be 
created,  Mr.  Griffin  goes  over  a  lot  of  accounting 
adjustments  which  Mr.  Gorans  says  were  made  in 
the  ledger  arising  out  of  the  Seattle  office  of  Alpine 
Dairy.  Mr.  Gorans  admitted  that  the  adjustments 
may  be  correct.  He  didn't  know  that  there  was  any- 
thing [5241]  improper  about  them.  He  just  couldn't 
explain  them. 

The  interesting  fact  is  that  the  Government  isn't 
here  complaining  about  them.  The  Government  is 
here  complaining  about  the  diversion  of  business 
receipts  and  where  did  it  occur — at  Issaquah. 

It  was  at  Issaquah  where  Mr.  Forster  was  present 
day  after  day,  where  Mr.  Erickson  was  present  day 
after  day  under  Mr.  Forster's  thumb.  It  was  at 
Issaquah,  where  they  could  be  handled,  and  isn't  it 
inferrable,  Ladies  and  Gentlemen,  that  the  reason 
the  checks  were  all  coming  into  Issaquah  was  so 
that  they  could  be  handled  by  Mr.  Forster  and  by 
Mr.  Erickson  under  his  direction  in  the  manner  he 
wanted  them  to  be  handled? 

Now,  in  appraising  the  evidence  in  this  case,  and 
the  credibility  of  the  witnesses,  it  is  important  that 
you  remember  at  all  times  the  actual  physical  situa- 
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tion  that  existed  in  this  case.  You  should  keep  in 
mind  that  Forster  was  running  these  businesses  full 

time.  He  says  seven  days  a  week.  And  M  p.  Erickson 
was  working  in  these  businesses,  he  says,  full  time. 
He  says  six  days  a  week.  Forster  is  there  al  I 
quah  every  day.  At  least,  part  of  the  day, — and  two 
days  a  week  he  is  there  the  full  day  according  to  the 
testimony.  He  is  in  his  office  next  to  Erickson  with 
a  glass  partition  in  between,  and  [5242]  buzzing 
Erickson  to  come  in  with  his  buzzer,  and  exercises 
general  control  over  the  whole  business.  Day  after 
day,  week  after  week,  month  after  month,  Forster 
and  Erickson  are  handling  these  checks,  and  cash  as 
they  come  in  to  Issaquah.  They  are  there  day  after 
day,  computing  the  accounts  payable,  paying  the 
bills,  taking  the  inventory,  collecting  the  receipts, 
billing  the  customers. 

Taylor,  on  the  other  hand,  is  down  in  Seattle.  He 
has  a  large  accounting  practice,  20  to  30  retainer 
clients  to  keep  him  busy,  and  he  is  working  long 
hours,  doing  work  for  those  clients,  and  doing  all 
sorts  of  errands  for  Mr.  Forster,  handling  practi- 
cally an  employment  agency  for  the  bookkeeping 
staff  of  Alpine  Daily,  handling  a  myriad  of  items, 
acting  as  a  buffer  for  agents  and  insurance  men 
and  others  that  Forster  wanted  to  get  rid  of.  And, 
he  is  in  Seattle  and  he  is  out  at  Issaquah  how  often  ? 
One  day  a  month. 

It  was  testified  to  he  might  have  dropped  in  at 
Other  times  during  the  month  on  his  way  to  his 
summer  cabin  at  Lake  MacDonald.  A  social  call. 
But,  when  was  he  there  on  business  and  working 
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on  the  books'?  One  day  a  month.  He  was  going  out 
to  Puyallup  one  day  a  month,  and  going  'way  up 
to  Mt.  Vernon  and  Conway  one  day  a  month,  and 
going  to  Renton  Ice,  a  good  part  of  this  period, 
several  [5243]  days  a  week  to  sign  checks,  and  go- 
ing to  Hub  City  Drug  one  day  a  month,  and  he  was 
a  busy  man. 

Now,  when  he  went  out  to  Issaquah  that  one  day 
a  month,  what  does  he  do  1  He  has  already  received 
from  Mrs.  Wilcox  her  figures.  He  goes  out  there 
and  Mr.  Erickson  has  these  journals  posted,  and 
has  all  the  expense  items  broken  down  on  a  large 
adding  machine  tapes,  separate  both  for  Alpine  and 
Issaquah. 

You  have  seen  the  tapes  that  were  supplied. 

Mr.  Taylor  makes  out  these  big  complicated  work 
sheets  that  you  have  seen  so  many  of  in  this  case, 
one  for  each  business,  and  then  he  enters  the  figures 
in  a  ledger,  and  takes  off  a  trial  balance  and  works 
up  a  profit  and  loss  statement  and  he  goes  over  this 
statement  with  Mr.  Forster  and  Mr.  Erickson. 

Now,  Forster  and  Erickson  obviously  knew  what 
Mr.  Taylor  was  doing.  They  knew  he  was  taking 
these  totals  he  was  giving  them,  and  they  knew  he 
was  making  no  audit  or  verification  of  these  books 
whatsoever,  and  they  knew  that  all  he  could  do  un- 
der ordinary,  minimum  compensation  for  what  they 
were  paying  him  was  that  he  was  doing  along  with 
all  these  other  jobs  that  he  was  handling  for  Mr. 
Forster. 

Now,  Ladies  and  Gentlemen,  when  you  consider 
this   physical    situation,    undisputed    in    this    case, 
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and  [5244]  keep  that  in  mind,  I  say  to  you  that 
it  is  obvious  the  extent  that  Mr.  Forster  lias  ^oiic 
here  in  his  attempt  to  throw  the  blame  for  this 
matter  on  Mr.  Taylor. 

Forster  would  have  you  believe  that  Taylor  actu- 
ally was  running  all  these  businesses  and  making 
all  the  decisions.  Taylor,  he  says,  made  the  busi] 
as  well  as  the  accounting  decisions,  and  all  the 
financial  decisions.  He  decided  what  businesses  For- 
ster  should  buy,  and  what  he  shouldn't  buy. 

I  re  decided  whether  Forster  should  buy  butter 
or  whether  he  shouldn't  buy  butter,  or  whether  he 
should  sell  it.  He  decided  whether  Forster  should 
accept  the  directorship  of  the  bank  or  whether  he 
shouldn't.  He  decided  how  much  money  Forster 
should  borrow,  and  decided  the  bank  account  on 
which  Forster  should  draw  his  checks,  individually, 
check  by  check,  apparently.  Forster  says  Taylor 
had  and  did  have  the  power  to  cut  his  own  salary — 
cut  Forster 's  own  salary,  and  he  says  Taylor  actu- 
ally ran  the  Ronton  Ice  and  Ice  Cream  Company. 

I  think  those  were  just  about  his  own  words,  de- 
spite the  fact  Taylor  had  no  financial  or  stock  in- 
terest in  the  company,  Taylor  was  running  the 
whole  thing.  In  other  words,  Taylor  coming  out 
to  [5245]  Issaquah  one  day  a  month  is  pictured  by 
Forster  as  the  directing  genius  of  this  operation, 
and  Forster  working  seven  days  a  week,  apparently 
taking  orders  from  Taylor,  and  when  Mr.  Griffin 
stands  before  you  this  morning  and  says  Mr.  Taylor 
wp.s  incompetent  and  didn't  know  what  he  was  do- 
ing, which  story  shall  we  believe  I 
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Maybe  neither  story  is  correct. 

Certainly,  if  Mr.  Taylor  was  a  genius  and  could 
make  all  the  business  decisions  that  brought  about 
an  empire  that  started  with  nothing,  and  ended 
up  with  millions,  he  was  certainly  getting  under- 
paid at  fifty  dollars  a  month  for  each  of  these  com- 
panies. 

These  statements,  Ladies  and  Gentlemen,  by  Mr. 
Forster  would  be  amusing,  if  it  wasn't  for  the  seri- 
ousness of  this  case.  They  simply  illustrate  the 
length  to  which  Mr.  Forster  feels  he  must  go  to 
make  Mr.  Taylor  the  scapegoat  for  this  tax  evasion. 

Mr.  Forster  offered  no  explanation  except  that 
Mr.  Taylor  knew  about  it,  and  should  have  reported 
it.  Most  of  his  defense  didn't  go  to  the  items 
charged  here  by  the  Government.  He  went  into  a 
myriad  of  bookkeeping  matters,  which  have  noth- 
ing to  do  with  the  case,  and  his  accountants  couldn't 
explain,  because  here  was  an  adjustment  that 
couldn't  be  explained  anywhere,  and  then  there  was 
something  wrong  about  it.  They  [5246]  went  over 
twenty  years  on  cross-examination  with  Mr.  Taylor, 
with  year  after  year,  after  year,  bringing  out  year- 
end  statements,  and  expecting  Mr.  Taylor  to  remem- 
ber whether  this  figure,  why  this  figure  was  differ- 
ent from  this  figure  twenty  years  ago. 

Frankly,  I  was  impressed,  myself,  at  Mr.  Tay- 
lor's recollection,  at  the  recollection  he  did  have,  and 
at  the  logical  explanation  he  did  have  for  those 
adjustments,  but  they  have  nothing  to  do  with  this 
case,  Ladies  and  Gentlemen  of  the  Jury.  They  are 
not  what  the  Government  is  here  charging  as  tax 
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evasion.  They  are  merely  an  attempl  to  befog  this 

ease  and  snow  it  under  with  a  myriad  of  details  in 
an  attempt  to  discredit  Mr.  Taylor,  so  that  you  will 
lose  sight  of  Mi*.  Forster,  the  matt  i  are  here 

actually  to  determine. 

We  say  to  yon,  Ladies  and  Gentlemen,  that  on  a 
detailed  consideration  of  this  ea.se,  yon  will  find 
that  there  is  no  evidence  here  sufficient  to  establish 
tlie  guilt  of  Mr.  Taylor,  sufficient  to  establish  that 
lie  knowingly  and  wilfully  and  intentionally  evaded 
Mr.  Forster 's  tax  except  the  oral  testimony  of  For- 
ster  himself,  and,  to  some  extent,  Erickson  himself 
on  the  stand,  in  this  case,  and  we  say  to  you  that 
unless  you  can  believe,  beyond  [5247]  a  reasonable 
doubt,  that  that  testimony  of  Forster  and  Erickson 
is  true,  there  is  no  basis  in  this  case  for  convicting 
Mr.  Taylor. 

And,  we  submit  to  you,  and  I  wish  to  discuss  with 
you,  during  this  presentation,  that  in  the  light  of 
the  contradictions  in  Mr.  Forster 's  testimony,  itself, 
and  in  Mr.  Erickson's  testimony,  and  in  the  light 
of  the  background  and  all  of  the  circumstances  of 
the  case,  the  oral  testimony  of  Mr.  Forster  and 
Erickson  blaming  Taylor,  cannot  be  believed  beyond 
any  reasonable  doubt,  or  at  all. 

Now,  let's  examine  the  actual  issues  of  tax  eva- 
sion raised  by  the  Government  as  they  relate  to 
Mr.  Taylor. 

The  primary  charge,  and  it  is  apparently  ad- 
mitted by  all  counsel  that  this  is  a  primary  charge, 
the  primary  charge  is  that  business  receipts  on  a 
large  scale   coming   into   Issaquah,   both   by   check 
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and  by  cash,  were  not  recorded  on  the  business 
books,  and  were  put  into  Mr.  Forster's  savings  ac- 
count 198. 

Now,  there  is  no  doubt  on  the  evidence  how  this 
came  about,  how  it  was  done.  In  most  instances, 
the  checks  or  the  cash  were  received  by  Erickson, 
but  at  times,  by  Miss  Neukirchen,  and  in  any  event, 
they  [5248]  were  placed  on  Mr.  Forster's  desk 
without  being  entered  in  the  books. 

Mr.  Forster  or  Mr.  Erickson  took  them  over  to 
the  Washington  State  Bank,  and  deposited  them  in 
Account  198.  Now,  Miss  Neukirchen  testified  that 
Forster  directed  her  to  do  this.  She  told  you  that 
Forster  himself  told  her  not  to  record  those  receipts 
on  the  books,  and  to  put  them  on  his  desk,  along 
with  the  invoices,  and  Mr.  Forster  testified  that 
after  he  had  accumulated  those  invoices,  he  de- 
stroyed them  from  time  to  time. 

Erickson,  however,  refused  through  his  testimony, 
to  say  that  Forster  had  directed  him  to  put  these 
receipts  on  his  desk,  and  he  refused  to  say  that 
Forster  had  told  him  not  to  enter  them  on  the  books. 
But  Mr.  Erickson  had  no  other  explanation  for  his 
actions  than  to  say  that  this  was  the  easiest  way  of 
disposing  of  them,  a  very  lame  explanation,  if  I 
ever  heard  one. 

Now,  Erickson  knew  that  these  receipts  were  go- 
ing into  Account  198,  without  any  record  being 
made  of  them,  which  could  be  used  to  report  them 
for  tax  purposes.  Erickson  himself  made  out  many 
of  the  deposit  slips,  and  on  those  deposit  slips,  he 
himself  each  time  having  simply  jotted  down  the 
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amounts,   without    [5249]    any   description   of   the 

source  of  the  check    which   could   be  used   to   report 

them  for  tax  purposes. 

In  fact,  Forster  testified,  as  I  recollect,  that  he 
didn't  even  keep  the  savings  deposit  slips  by  which 
this  money  went  into  the  bank,  so  thai  no  record 
whatsoever  was  kept  from  which  this  income  could 
be  reported  for  tax  purposes,  and  both  Krickson 
and  Forster  knew  it,  and  were  doing  it. 

Now,  what  reason  did  Erickson  have  for  his  do- 
ing such  a  thing?  As  we  will  discuss  later,  Kriek- 
son had  no  reason  to  do  this,  unless  he  was  directed 
to  do  it  by  Forster,  and  it  is  obvious  that  on  the 
stand,  he  is  attempting  to  cover  up  for  Forster  in 
this  regard. 

Now,  other  receipts,  such  as  the  Time  Oil  rebates, 
and  the  Farm  Rental,  came  in  currency  directly  to 
Mr.  Forster,  and  handpaid  to  Mr.  Forster,  and  what 
did  he  do  with  that?  They  also  wTent  into  account 
198,  without  any  record  being  made  of  it  whatso- 
ever which  could  be  used  to  report  them  for  tax 
purposes.  Erickson  knew  about  these  two,  or  at 
least,  about  the  Time  Oil,  because  from  time  to 
time,  he  checked  the  gallonage  of  Time  Oil,  and  at 
least  two  times,  I  think  the  testimony  is,  to  [5250] 
bee  that  Forster  was  getting  the  right  amount.  He 
even  made  deposit  slips,  including  some  of  the  cur- 
rency from  Time  Oil,  so  that  he  knew,  too,  that  no 
record  was  being  made  of  thesc>  amounts  from 
which  they  could  have  been  reported  for  tax  pur- 
poses; and  Mr.  Forster  told  you  that  he  knew  that 
the  taxable  income  of  Issaquah  Creamery  was  be- 
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ing  reduced  by  the  total  original  charge  of  the  Time 
Oil  Company  for  their  gasoline,  and  he  told  you 
that  he  knew  that  this  expense  should  have  been 
reduced  by  the  amount  of  rebates  he  was  getting, 
and  when  he  admitted  that  he  did  not  give  Erick- 
son  these  figures,  month  to  month,  as  he  received 
the  money,  so  that  Erickson  could  put  them  on  the 
books  as  a  reduction  of  the  gasoline  expense,  and 
that  Mr.  Taylor  knew,  it  seems  to  me  he  even  tes- 
tified that  he  knew,  that  the  figures  on  which  Issa- 
quah  Creamery  was  paying  tax  were  the  income 
figures  which  included  the  full  deduction  of  the 
original  charge  by  the  Time  Oil  Company  for  the 
gasoline. 

Now,  this  failure  to  record  business  receipts  is 
the  very  essence  of  this  case. 

We  have  in  evidence  a  stipulation,  Exhibit  238. 
That  stipulation  lists  283  checks  which  were  di- 
verted in  this  manner.  The  Government  says  that 
there  [5251]  were  more,  but  here  are  283  checks 
and  it  includes  checks  from  a  great  variety  of 
sources,  and  reioresenting  a  great  variety  of  re- 
ceipts. It  includes  milk  pool  payment  checks,  and 
checks  from  the  Borden  Company  for  payment  of 
casein,  checks  from  Consolidated  Products,  and 
checks  for  the  sale  of  plastic  cream,  and  checks 
from  the  Kittitas  Novelty  Association  representing 
sale  of  calendars,  and  checks  from  Stephenson,  rep- 
resenting sales  of  butter,  checks  from  the  Daisy 
Dairy  representing  rent,  and  checks  from  Jones 
and  Bronson,  the  law  firm,  representing  collections 
on  bad  debts,  checks  from  Puget  Sound  Catering 
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Company,  and  others  representing  miscellaneous 
sales,  freight  refund  cheeks  from  the  Northern  Pa- 
cific, and  checks  from  the  Western  Condensing 
Company  for  the  sale  of  whey,  and  checks  from 
various  companies  representing  sale  of  syrup,  and 
checks  for  sale  of  beer  hollies  and  checks  coming  in 
on  the  sale  of  building  materials,  and  gasoline,  and 
Checks  coming  in  for  sale  of  powdered  milk,  and 
rebates  from  the  pool  companies,  and  on  Loans  and 
all  other  receipts.  It  is  obvious,  when  you  consider, 
Ladies  and  Gentlemen,  the  tremendous  variety  of 
'checks  diverted  and  not  recorded  on  the  books  and 
put  in  account  198  that  Erickson  knew  where  t<> 
record  them,  and  he  knew  where  to  put  them  on  the 
books,  and  that  Forster  also  knew  that  this  [5252] 
income  was  not  being  recorded  on  the  books,  al- 
though he  contradicted  himself,  back  and  forth,  ex- 
tensively on  this  matter,  as  I  will  outline  to  you 
when  we  commence  again  after  lunch. 

The  Court:  Ladies  and  Gentlemen  of  the  Jury: 
We  will  now  take  the  noon-day  recess.  The  Court 
calls  your  attention  to  the  admonition  given  you  on 
similar  occasions,  and  cautions  you  you  are  not  to 
reach  any  conclusion  until  this  case  is  finally  sub- 
mitted to  you  after  all  the  argument  and  the  in- 
structions of  the  Court. 

You  may  now  be  excused  until  1 :45. 

(Whereupon,  the  Jury  retired  from  the 
courtroom.) 

(Whereupon,  at  12:16  o'clock  p.m.  a  recess 
was  had  in  the  within-entitled  and  numbered 
cause  until  1:46  o'clock  p.m.  May  11,  1954,  at 
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which  time,  counsel  and  defendants  heretofore 
noted  being  present,  the  following  proceedings 
were  had,  to-wit:) 
The  Court:    You  may  call  the  Jury. 

(Whereupon,  the  Jury  was  returned  to  the 
courtroom.) 

The  Court :    You  may  be  seated. 

It  is  stipulated  that  the  Jury  and  [5253]  all  de- 
fendants are  present  in  the  courtroom? 

Mr.  Griffin:    Yes,  your  Honor. 

Mr.  Moriarty:    Yes,  your  Honor. 

The  Court :    You  may  proceed,  Mr.  LeSourd. 

Mr.  LeSourd:    Thank  you,  your  Honor. 

Ladies  and  Gentlemen  of  the  Jury: 

My  partner  tells  me  that  just  before  we  recessed, 
I  used  Mr.  Taylor's  name  when  I  meant  Mr.  Erick- 
son.  It  will  probably  happen  again  many  times 
when  we  are  speaking  of  all  these  people,  but  I  am 
sure  the  context  of  what  I  say  will  make  clear  to 
you  what  I  mean  in  that  respect. 

When  we  adjourned,  we  were  speaking  of  these 
diverted  business  receipts,  and  of  the  fact  that  Mr. 
Forster  knew  that  they  were  not  being  entered  in 
the  books. 

He,  in  his  testimony,  contradicted  himself  on  this 
point  from  one  statement  to  the  next,  but  he  told 
you  in  the  course  of  that  testimony  that  Erickson 
had  told  him  that  he  had  no  place  to  run  the  re- 
ceipts through  the  books,  and,  furthermore,  Mr. 
Forster 's  sworn  statement  to  the  Agents  through- 
out the  trial  was  read  to  you  where  he  specifically 
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slated  that  he  knew  they  were  not  running  the  cash 
through  the  cash  sales. 

So,  we  have  this  diversion  of  the  checks  [5254] 
occurring  at  Issaquah,  going  into  Account  L98}  not 
being  entered  on  the  books,  and  7io  record  being 
made  of  all  those  items  from  which  any  book  entry 
could  be  made,  or  from  which  a  tax  return  could 
be  filed. 

Now,  where  is  Taylor  involved  in  all  of  this?  Ad- 
mittedly, Taylor  was  not  present  day  after  day 
when  these  checks  and  receipts  were  coming  in  and 
being  put  in  Forster's  desk.  Taylor  was  not  receiv- 
ing or  handling  the  checks  nor  was  he  putting  them 
in  the  bank  account,  and  when  he  came  out  at  the 
end  of  the  month,  he  was  given  figures  from  Erick- 
son's  books,  and  there  was  nothing  in  these  figures 
that  would  indicate  in  any  way  that  these  business 
receipts  were  omitted  and  never  recorded  on  the 
books.  Even  if  he  had  audited  these  books  right 
down  to  the  very  last  invoice,  he  never  would  have 
found  out  that  these  receipts  were  not  being  put  in 
the  bank  account  and  recorded  on  the  books. 

Mr.  Erickson  told  you  that  in  most  of  the  cases 
he  made  no  billings  out  for  these  items  which  were 
diverted,  and  Miss  Neukirchen  told  you  that  where 
Invoices  were  made  out,  they  were  put  on  Mr.  For- 
ster's desk,  and  he  told  you  that  he  destroyed  them. 

No  better  system  could  be  devised  for  [5255]  ac- 
complishing a  large-scale  diversion  of  income  and 
preventing  your  outside  accountant  from  learning 
of  it,  no  matter  how  far  he  went  in  verifying  the 
details  or  auditing  the  books. 
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So,  apart  from  the  oral  testimony  of  Mr.  For- 
ster, there  is  nothing  in  the  evidence  in  this  case 
that  indicates  that  Taylor  knew  a  single  thing  about 
this  large-scale  diversion  of  income. 

Now,  Forster 's  assertion  is  that  he  told  Taylor 
about  this  omission  of  income,  and  that  Taylor 
should  have  reported  the  income  going  into  Account 
198.  When  Forster  was  asked  what  figure  he  gave 
Taylor,  he  first  admitted  that  he  didn't  keep  track 
of  the  items  that  went  into  198,  but  later,  he  claimed 
that  he  told  Taylor  what  the  amounts  were. 

Later,  again,  he  revised  his  position  again  and 
said  as  to  these  checks  that  he  didn't  give  Taylor 
figures  on  them,  and  that  he  thought  that  they  were 
on  the  books.  Still  later,  when  he  was  confronted 
with  his  statement  that  Erickson  had  told  him  that 
there  was  no  place  to  put  them  on  the  books,  he 
again  reversed  his  position  and  said  that  he  had 
mentioned  them  to  Taylor,  and  Taylor  knew  they 
were  going  into  198. 

He  admitted  then,  however,  that  he  didn't  [5256] 
keep  track  of  the  figures,  and  he  had  no  explanation 
of  how  he  could  give  figures  to  Taylor,  when  no 
record  was  made  any  place  of  those  figures. 

You  will  remember  then  that  on  Mr.  Griffin's 
redirect  examination,  Mr.  Forster  was  shown  check 
after  check  coming  in  to  Issaquah  from  other  com- 
panies in  which  Forster  had  an  interest,  and  he 
was  asked  whether  it  ever  occurred  to  him  to  tell 
Taylor  about  these  checks,  and  he  said  "No,"  it  did 
not  ever  occur  to  him  to  tell  Taylor  about  them. 

On  my  recross-examination,  I  asked  him  if  that 
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were  true,  how  he  thought  Taylor  knew  about  them. 
"Well,"  he  said,  "Taylor  knew  about  them  because 
\  (old  him."  And  J  said,  kk  1 1'  it  never  occurred  to 
yon  to  tell  him  aboul  those  checks,  how  did  it  hap- 
pen you  told  him?"  And  he  sat  there,  and  had  no 
answer  and  he  couldn't  answer  thai  question. 

Now,  with  respect  to  the  Time  Oil  rebates,  the 
situation  is  the  same.  Forster  admitted  that  he 
didn't  designate  on  his  deposit  slips  the  source  of 
the  cash.  It  went  in  as  currency  on  this  one  item. 
No  way  of  telling  what  went  in  from  Time  Oil.  And, 
he  further  admitted  he  kept  no  other  record  of 
Time  Oil. 

Yet,  he  made  all  sorts  of  contradictory  statements 
about  telling  Taylor  about  this  item.  First,  [5257] 
he  told  you  that  he  told  Taylor  when  he  originally 
made  this  deal  with  Time  Oil,  and  that  later  on, 
it  was  two  cents  a  gallon  and  he  told  Taylor  about 
that,  and  when  we  asked  him  how  Taylor  was  to  get 
or  did  get  the  amounts,  which  he  thinks  should  have 
been  put  on  his  tax  return,  he  said,  "Taylor  could 
have  received  that  information  either  from  me  or 
the  Time  Oil  Company." 

And  then  later  he  told  you  he  gave  Taylor  this 
information  at  the  end  of  the  year,  and  that  he  gave 
him  an  approximate  amount  that  bad  been  received 
from  Time  Oil  Company. 

We  asked  him  how  he  got  that  approximate 
amount  when  he  didn't  keep  any  records,  and  when 
he  was  questioned  about  this,  he  said  it  was  an 
approximate  amount,  and  when  Taylor  asked  him 
about  the  interest  and  donations  and  other  items 
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at  the  end  of  the  year, — then  I  read  Mr.  Forster's 
sworn  statement  to  the  Agents,  in  which  he  stated 
that  he  never  mentioned  to  Taylor  the  amount  of 
the  Time  Oil  Rebates,  because  he  didn't  know  the 
total  amounts  for  the  year.  Mr.  Forster  admitted 
making  this  statement,  and  what  does  he  do?  He 
again  reverses  his  statement  and  says  he  didn't  go 
over  the  thing  at  the  end  of  the  year,  as  previously 
said,  but  that  he  told  [5258]  Taylor  the  amount  he 
was  getting  monthly. 

That  was  on  redirect. 

Then,  again,  on  my  recross  examination,  he  said, 
well,  he  didn't  give  Taylor  a  figure  every  month; 
he  simply  told  Taylor  the  approximate  amount  that 
it  was  every  month,  and  there  we  have  him  back 
and  forth  in  contradictory  positions,  and  all  the 
time,  it  is  evident  from  the  physical  exhibits  that  he 
never  kept  a  record,  so  that  he  knew  what  he  got 
to  tell  Taylor  to  put  in  his  returns. 

Mr.  Taylor  tells  you  he  had  heard  they  were  do- 
ing business  with  Time  Oil  and  they  were  getting 
a  rebate,  but  he  assumes,  like  with  the  rebate  from 
other  companies  before,  that  it  was  being  properly 
handled  and  recorded  in  the  books  out  at  Issaquah. 

It  is  obvious  that  Forster  on  this  is  not  telling 
the  truth.  He  even  tells  you  both  sides  of  the  story 
and  contradicts  himself. 

He  received  this  large  amount  of  income  knowing 
it  was  not  being  recorded  any  place,  and  not  going 
in  his  returns,  and  he  wasn't  keeping  a  record  or 
giving  Taylor  or  Erickson  or  anyone  else  the  infor- 
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mation   on  which    it   could    have    been    put   in    his 
return. 

Now,  apparently  realizing  that,  realizing  thai  his 
testimony  was  unbelievable  on  that  Bcore,  [5259] 
Mr.  Taylor  fell  back  on  the  argument 

Mr.  Cox:     (Interposing)   Forster. 

Mr.  LeSourd:  (Continuing)  Excuse  me.  Mr. 
Forster  fell  back  on  the  argument  of  saying  that 
Taylor  should  have  returned  this  income  for  him 
because  Taylor  had  heard  mentioned  the  balance  in 
account  198. 

ow,  Forster  went  to  great  lengths  in  this  case 
to  try  to  establish  that  Taylor  had  heard  or  knew 
the  balance  in  Account  198.  Why  he  did  so,  I  cer- 
tainly never  will  know,  because  Mr.  Taylor  took  the 
stand  and  said  certainly,  he  knew  that  Mr.  Forster 
had  a  savings  account  at  Issaquah,  and  it  was  en- 
tirely possible  that  the  balance  in  that  account  was 
mentioned  in  his  presence  from  time  to  time,  or 
at  times,  but  nevertheless,  Mr.  Forster 's  defense 
puts  on  Mr.  Strack  and  Mr.  Donaldson  twice,  and 
they  put  on  Beadon  Hall  and  they  introduced  A-61, 
this  little  personal  list  of  assets  that  Mr.  Forster 
says  he  found  in  his  bureau  drawer, — he  never 
found  another,  but  he  found  that  in  his  bureau 
drawer — all  of  which  amounted  to  what?  To  show 
that  Taylor  knew  the  balance  in  198.  What  if  he 
did  know  it?  What  is  there  in  the  balance,  and 
assume  he  did  know  it,  what  is  there  in  the  balance 
'■  of  [5260]  account  198  that  would  ever  show  to  Mr. 
Taylor,  or  anybody  else,  that  there  was  all  these 
business  receipts  coming  in  to  Issaouah  dnv  \ 
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day,  and  not  being  recorded  on  the  books,  and  being 
diverted  into  this  account? 

The  balance,  if  you  will  look  at  the  bank  state- 
ment, in  evidence  here,  practically  didn't  vary  all 
through  this  period.  At  the  end  of  every  year,  it 
was  just  about  the  same.  In  fact,  in  1949,  there  was 
a  sharp  drop  from  1948  in  the  balance  in  that  ac- 
count. 

How  could  anyone,  even  if  he  took  the  balance  i  " 
the  end  of  each  year  and  compared  them,  have 
known  there  was  $25,000  or  $50,000,  or  whatever 
it  was,  a  year  going  into  that  account  from  diverted 
business  receifjts  and  then  being  drawn  out  for 
other  purposes  ?  There  was  nothing  in  that  account 
that  would  enable  Mr.  Taylor  to  make  any  returns 
of  that  income  or  enable  him  to  know  that  there 
was  that  income  being  diverted  into  that  account 
and  not  recorded  on  the  books  of  Issaquah  Cream- 
ery Company. 

Now,  furthermore,  it  is  the  fact  that  Mr.  Forster 
had  a  large  balance  in  this  account,  and  had  pe 
sonal  assets.  That  certainly  wasn't  anything  sur- 
prising, or  that  should  cause  suspicion.  Forster 
had  [5261]  been  drawing  $24,000  a  year  since  the 
early  '30s  and  while  in  some  of  the  tough  years, 
he  couldn't  draw  it  at  one  time,  he  got  it  later, 
and  he  got  it  without  taxes  in  effect  because  the 
company  was  paying  his  tax,  and  Mr.  Erickson 
testified  that  the  taxes  paid,  which  were  charged 
to  his,  perfectly  properly  to  his,  proprietorship  ac- 
count in  Alpine  Dairy  and  taxes  paid  in  1945  to 
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1949  amounted  to  far  more  tliari  $100,000  which 
were  paid   for  him. 

Moreover,  in  this  proprietorship  account  of  Al- 
pine Dairy,  he  had  a  drawing  account,  and  the  evi- 
dence shows  he  drew  large  amounts  from  thai  ac- 
count in  the  various  years.  He  was  drawing  large 
amounts  to  pay  for  these  investments  he  was  mak- 
ing from  that  account.  All  that  is  pin  pet-  in  a 
wholly  owned  business  of  that  sort,  hut  the  money 
is  credited  to  the  proprietorship  account  to  pay 
taxes  on  it,  and  that  is  your  ownership  of  the  busi- 
ness on  which  the  tax  is  paid.  He  can  withdraw  it 
at  any  time  he  wants  to,  and  it  is  clear  in  the  evi- 
dence that  he  did  make  substantial  withdrawals.  So, 
what  is  there  in  $100,000  deposit  in  the  bank  ac- 
count that  would  make  Taylor  think  that  there  were 
these  large  amounts  of  income  from  diverted  re- 
ceipts which  were  not  being  reported?  There,  as  I 
say,  is  the  most  [5262]  important  part  of  this  case 
— the  diversion  of  these  business  receipts  at  Issa- 
quah. 

And  the  next  most  important  part  of  this  case, 
Ladies  and  Gentlemen,  is  the  charging  off  of  per- 
sonal expenses  to  business  expense  on  a  very  large 
scale. 

Here,  again,  we  say  to  you  that  there  is  no  credi- 
ble evidence  that  Taylor  knew  about  this,  or  was 
in  any  way  involved  in  this  thing  except  the  oral 
testimony  of  Mr.  Forster,  and  even — on  this  point 
even,  there  is  no  such  evidence. 

Now,  the  figures  from  these  books,  as  I  have  said 
before,  were  given  to  Mr.  Taylor  at  the  end  of  the 
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month  by  Mr.  Erickson.  You  saw  the  adding  ma- 
chine tape  and  expense  items  were  broken  down  in 
these  long  tapes,  and  they  were  listed  by  name  and 
number,  plant  expense  so  much,  supplies  so  much, 
and  advertising  so  much,  and  so  on,  down  the  line, 
through  all  the  expenses  of  this  large  business. 

We  find  now  that  buried  in  those  sums  were  large 
amounts  of  personal  expenses  of  Mr.  Forster  which 
had  been  paid  by  Mr.  Erickson  and  had  been 
charged  off  to  these  various  accounts,  but  there  was 
nothing  in  what  Mr.  Taylor  got  that  would  indicate 
that  there  was  anything  in  the  journals  of  Mr. 
Erickson,  [5263]  even  if  Mr.  Taylor  had  gone  into 
every  item  in  the  journal,  that  would  have  shown 
you — shown  him,  excuse  me — that  would  have 
shown  there  was  these  personal  items  charged  to 
business  expense. 

As  Mr.  Eppler  told  you,  in  a  business  of  this 
magnitude,  a  check  may  have  been  written  to  almost 
any  payee  and  have  been  a  perfectly  legitimate  busi- 
ness transaction,  and  all  that  Erickson  had  in  those 
journals  was  the  name  of  the  payee  and  the  amount, 
and,  suppose  Mr.  Taylor  had  been  auditing  the 
books  and  had  even  gone  down  to  the  check  stubs, 
he  still  would  have  learned  nothing  more. 

In  fact,  Mr.  Griffin  introduced  in  evidence — I 
think  it  was  A-134, — the  check  stub  of  the  Puget 
Sound  Products,  Incorporated.  What  does  it  show? 
It  just  says  Puget  Sound  Products  and  the  amount, 
and  the  date;  That  is  all.  Even  if  Taylor  had  gone 
to  the  check  stub,  he  wouldn't  have  known  that 
■"'■•  ■  ■■■   vKvsnral   expenses  were  charged  to  business 
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expenses.  Who  would  know?  Mr.  Forster  knew, 
and  Mr.  Ericksou  knew.  The  only  way  Taylor 
could  have  found  out,  was  to  lake  each  one  of  the 
checks  and  to  quiz  Forster  and  Ericksou  about 
them.  But,  they  knew  about  them.  It  was  their 
responsibility  to  put  those  in  the  books  properly 
in  the  first  place.  [5264] 

Now,  how  do  they  in  any  way  attempt  to  blame 
Taylor  on  this  transaction?  They  didn't  say  they 
told  Taylor  about  this.  They  couldn't  very  well, 
because  these  checks  were  all  of  a  different  nature, 
day  to  day,  and  coming  in  and  charged  to  different 
accounts,  and  Taylor  wasn't  there,  and  it  would 
have  looked  ridiculous,  so,  what  did  they  do?  They 
put  two  accountants  on  the  stand,  Mr.  Alkire  and 
Mr.  Gorans,  and  they  testified  that  it  was  the  re- 
sponsibility of  an  accountant  keeping  a  general 
ledger — he  was  responsible  for  the  accuracy  of 
every  single  figure  that  goes  in  that  ledger,  no  mat- 
ter what  he  is  paid,  nor  what  he  is  hired  to  do,  no 
matter  whether  he  has  the  power,  right  down  to  the 
very  last  invoice,  detailed  check,  or  oral  examina- 
tion. 

Now,  Mr.  Alkire  and  Mr.  Gorans  are  respected 
members  of  the  accounting  profession  in  this  City. 
It  is  obvious,  however,  they  are  a  part  of  the  same 
firm,  and  it  is  obvious  that  their  partisanship  lets 
them  take  the  stand  and  testify  without  adequately 
investigating  the  particulars  before  they  took  the 
stand.  They  both  admitted  on  cross-examination 
that  they  themselves  do  not  do  this  type  of  work. 
They  do  not  keep  general  [5265]  led' 
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admitted  that  they  did  not  inquire  of  the  account- 
ants in  the  City,  and  it  is  a  very  large  practice,  that 
do  keep  ledgers  as  to  what  the  responsibility  of  such 
accountant  is,  and  they  further  admitted  that  they 
didn't  check  the  Treasury  Department's  ruling  on 
the  subject. 

We  put  on  the  stand  Mr.  DeFriel,  a  certified 
public  accountant,  with  many  years'  experience  in 
doing  this  work.  He  never  met  Mr.  Taylor  until 
the  day  he  walked  in  to  testify,  and  he  told  you  that 
this  type  of  employment  is  very  common  in  the  City 
among  the  smaller  accounting  offices  because  many, 
if  not  most,  small  business  enterprises  do  not  want 
to  go  to  the  expense  of  hiring  accountants  to  make 
a  thorough  audit  of  their  books  at  the  end  of  the 
year.  They  are  willing  to  rely  on  their  own  book- 
keeping staffs  for  the  accuracy  of  the  figures,  but 
they  would  like  to  have  an  outside  accountant  keep 
the  general  ledger,  and  make  the  tax  returns,  so 
as  to  get  the  benefit  of  his  knowledge  as  to  deduc- 
tions, depreciation  rates,  and  other  technical  things 
of  that  sort. 

Mr.  DeFriel  told  you  he  was  familiar  with  the 
custom  and  the  practice  and  the  responsibility.  He 
was  familiar  with  the  Treasury  rules  on  the  [5266] 
subject,  and  he  said  emphatically  to  you  that  an 
accountant  keeping  a  general  ledger  is  not  respon- 
sible  for  the  accuracy  of  the  figures  given  him.  He 
has  no  duty  to  verify  them.  He  has  the  right  to 
rely  on  the  fact  that  they  are  accurate  when  they 
are  given  to  him. 

Now,  we  point  out  to  you  that  under  the  instruc 
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tions  which  we  believe  the  Courl  will  give  you  in 
this  case,  Mr.  Taylor  is  responsible  here  only  for 
actual  knowledge.  He  is  not  responsible  for  what 
he  did  not  know,  even  if  he  should  have  known,  but, 
nevertheless,  we  say  i<>  you,  that  i1  is  clear  thai  an 
accountant,  a  public  accountant,  handling  a  general 
ledger,  and  taking  figures  given  to  him  by  his  client, 
has  no  duty  of  making  an  audit  or  of  verifying 
those  figures  iii  any  way. 

But,  as  I  said  here,  even  if  he  had  tried  to  verify 
tli is,  he  would  have  found  nothing. 

The  fault  here,  Ladies  and  Gentlemen,   in   this 
case,  lies  not  in  the  keeping  of  the  general  ledger, 
as  Mr.  Griffin  would  have  you  believe.    It  lies  in 
the  fact  that  out  at  Issaquah  they  didn't  enter  basic 
I  material  in  the  books,  and  the  cash  in  the  diverted 
■  receipts,  and  they  put  them  in  the  books  improperly 
]  in  the  ease  of  personal  expenses  so  that  no  account- 
ant handling  the  general  ledger,  no  [5267]  matter 
!  how  the  general  ledger  was  handled,  even  if  every 
posting  reference  was  there,  and  every  "i"  dotted,  it 
wouldn't  have  made  a  bit  of  difference  in  this  case, 
because  there  is  where  the  income  was  omitted,  on 
which  the  tax  was  not  paid. 

Now,  the  same  equivocalness  and  contradiction  in 
testimony  that  characterized  the  position  of  Forster 
and  Erickson  on  these  first  two  matters,  also  charac- 
terized the  1949  year-end  adjustments  at  Issaquah 
Creamery  Company. 

Erickson  made  four  changes  in  his  books.  He 
duplicated  the  Stephenson  invoice.  He — that  was 
about  eighteen  thousand.    He  duplicated  the  Con- 
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solidated  invoice.  That  was  about  eighteen  thou- 
sand. 

And,  increased  the  milk  drafts  five  thousand  in 
November,  and  five  thousand  in  December. 

Now,  the  effect  of  these  four  changes  was  to  in- 
crease accounts  payable  by  eighty  thousand  dollars. 

The  question  is,  how  did  this  come  about  and  who 
was  responsible  for  it? 

Mr.  Forster,  by  his  own  admission  raised  the 
deuce  about  the  profit  of  Issaquah  Creamery  Com- 
pany, at  the  end  of  the  year  1949.  He  told  Taylor 
it  was  'way  out  of  line,  and  impossible.  Taylor 
says  [5268]  he  even  threatened  to  get  another  ac- 
countant. 

Erickson  admits  that  he  was  in  on  part  of  this 
conference,  and  Taylor  says  he  was  there  most  of 
the  time. 

Certain  facts  are  in  agreement.  It  is  agreed  that 
the  conference  was  held.  It  is  agreed  that  Forster 
objected  violently  to  the  profit.  It  is  agreed  that 
Taylor  came  back  later,  and  that  meanwhile  Erick- 
son had  made  some  changes  in  his  books,  and  that 
he  gave  corrections  to  Taylor,  and  that  Taylor  made 
the  corrections  on  his  work  sheet,  which  is  here  in 
evidence,  and  they  went  on  the  tax  return.  And, 
it  is  agreed  that  Forster  came  in  and  signed  that 
tax  return  before  it  was  filed. 

Now,  the  other  facts,  however,  are  in  dispute. 
Erickson  testified  that  following  this  meeting  with 
Forster  and  Taylor,  that  Taylor  came  out  and  told 
him  to  make  the  changes  in  his  accounts  payable, 
and  that  he  did  so.    Taylor,  on  the  contrary,  tells 
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you  that  when  Forster  raised  this  fuss  about  this 
high  profit,  Taylor  told  him,  "Well,  this  is  whal  the 
books  show.    I  am  satisfied  that  my  computations 

from  the  book  figures  arc  correct,  and  this  is  it.  If 
you  are  so  sure  that  there  are  mistakes,  supposing 

you  go  ahead  and  try  and  find  the  mistakes,  and  if 
you  find  mistakes,  1  will  keep  my  Ledger  [5269] 
Open  so  that  T  can  make  the  changes  if  you  find 
those  mistakes." 

And,  Taylor  says  that  he  waited  until  the  first 
part  of  March,  and  no  word  was  coming,  and  he 
'phoned  Mr.  Forster  and  was  told  to  'phone  Mr. 
Erickson,  and  was  told  " There  are  changes." 

And  he  goes  out  to  Tssaquah,  and  was  given 
changes,  and  he  puts  them  on  the  tax  return,  and 
be  tells  you  that  Forster  came  in  to  sign  the  return, 
and  he  went  over  the  changes  with  Mr.  Forster  and 
he  told  Mr.  Forster  he  was  getting  them  from  Mr. 
Erickson  and  it  was  up  to  Forster  and  Erickson  to 
substantiate  them. 

Now,  who  is  telling  the  truth? 

Mr.  Forster 's,  and  Mr.  Erickson's,  testimony  on 
this  score,  like  the  testimony  on  the  other  is,  we 
submit  to  you,  contradictory  and  unbelievable. 
Erickson,  in  a  sworn  statement  to  the  Revenue 
Agents  that  was  read  during  his  cross-examination, 
stated  that  Taylor  came  out  of  this  meeting  at  the 
end  of  January,  1950,  and  told  Erickson  to  increase 
his  accounts  payable  eighty  thousand  dollars,  and 
Erickson  in  that  sworn  statement  went  on  and  said 
that  in  February,  1950,  following  this  conversation, 
he  did  so,  and  that  he  increased  his  accounts  pay- 
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able  by  [5270]  eighty  thousand  dollars,  and  that  he 
did  so,  he  went  on  in  that  sworn  statement,  by 
duplicating  the  Stephenson  invoice,  by  duplicating 
the  Consolidated  invoice,  and  by  increasing  the  milk 
drafts  ten  thousand  dollars — total  eighty  thousand 
dollars. 

Early  in  the  trial,  however,  Mr.  Eppler  was  on 
the  stand  and  testifying  to  the  statements  that  were 
made  to  him  before  the  trial,  and  during  Mr.  Epp- 
ler's  examination,  we  showed  you  that  Erickson's 
statement  was  not  true,  because  the  Stephenson  in- 
voice, which  he  swore  to  the  Agents  he  had  changed 
in  February,  1950,  had  not  only  been  duplicated 
prior  to  January  15,  1950,  and  had  been  cleared  oft 
the  books  January  15,  1950,  by  a  phoney  check 
written  to  Stephenson,  but  deposited  in  the  Issa- 
quah  Creamery  Company  bank  account. 

What  happened  in  the  light  of  that  testimony? 

Mr.  Erickson  took  the  stand  at  the  close  of  the 
case  and  shifted  his  story  entirely.  Now,  he  testi- 
fies that  Mr.  Taylor  came  out  of  that  meeting  and 
told  him  to  raise  his  accounts  payable  sixty  thou- 
sand dollars,  and  not  eighty  thousand  dollars  and 
he  further  says  that  back  in  December  of  1949,  that 
Taylor  [5271]  told  him  to  increase  accounts  pay- 
able twenty  thousand,  something  he  never  told  the 
Agents  whatsoever,  and  that  he  duplicated  the 
Stephenson  invoice  at  the  end  of  December,  1949, 
because  Taylor  had  told  him  to  increase  the  ac- 
counts payable  twenty  thousand  dollars. 

Now,  Erickson  likewise,  between  the  time  he  tes- 
tified to  the  Agents  and  the  time  he  testified  here 
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on  th  stand,  had  worked  up  an  expanded  set  of 
reasons  for  these  changes,  as  Mr.  Cox  read  to  you 
during  his  cross-examination  of  Erickson,  Erickson 
in  his  sworn  statemenl  had  said  thai  he  had  reduced 
the  inventory  at  the  beginning  of  L949  by  $29,000. 

Now,  no  other  reduction  of  inventory  was  men- 
tioned by  him  to  the  Agents.  On  the  stand  here, 
however,  he  talks  about  a  fifty  thousand  dollar  re- 
duction of  inventory  in  1949  as  the  basis  for  the 
year-end  1949  adjustment.  Not  twenty-nine  thou- 
sand.  Now  it  is  fifty  thousand. 

Now,  this  change  in  testimony,  we  submit,  was 
probably  made  in  order  to  tie  in  with  a  fifty  thousand 
dollar  figure  that  Taylor  had  temporarily  used  in 
March  and  April,  1949,  to  indicate  that  there  might 
be  something  wrong  with  the  books  in  that  regard. 
The  purpose  is,  clearly,  to  make  it  appear  [5272  | 
that  there  was  some  substantiation  to  Erickson 's 
claim  that  he  was  instructed  by  Taylor  to  make 
these  adjustments. 

However,  even  on  this,  Erickson's  testimony  is 
full  of  contradictions.  While  he  at  one  time  claimed 
that  he  reduced  the  1948  inventory  $25,000  at  the 
end  of  1948  and  again  later  in  his  testimony  he 
said  he  did  not  reduce  it  at  the  end  of  1948  by 
$25,000. 

What  is  the  fact  as  to  that? 

He  was  asked  what  the  true  inventory  was  at  the 
end  of  1948  and  he  said  it  was  close  to  $100,000. 
Now,  the  physical  exhibits,  his  own  inventory  slip, 
whir]]  is  in  evidence  in  this  ease,  shows  an  inven- 
tory of  eighty-three  thousand  dollars.    So,  it  is  oh- 
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vious  on  his  own  testimony  that  there  was  not  a 
$25,000  reduction  of  inventory,  and  it  is  apparent 
that  the  only  reduction  of  inventory  at  the  end  of 
1948  was  the  $10,000  which  Mr.  Taylor  took  out 
of  merchandise  inventory  and  put  in  the  building 
material  inventory,  as  he  told  you  on  the  stand,  and 
which  is  shown  on  his  work  sheet,  which,  of  course, 
had  no  effect  on  taxes  whatsoever. 

Now,  if  reduction  of  inventory  were  made  by 
Erickson  monthly  during  the  intervening  months 
of  [5273]  the  year  that  would  have  no  bearing  on 
taxes. 

Most  businesses,  as  a  matter  of  fact,  Ladies  and 
Gentlemen,  do  not  take  actual  detailed  inventories 
month  by  month  in  their  business.  They  make  esti- 
mates of  their  inventory  all  during  the  year.  The 
time  the  inventory  is  important  for  tax  purposes 
is  the  closing  inventory  of  the  year,  and  so  it  would 
make  no  difference  in  this  case  what  the  inventory 
was  estimated  to  be,  or  how  the  estimate  was  ar- 
rived at  during  the  year. 

It  is  only  that  year-end  inventory  that  has  any 
tax  significance.  The  $50,000  offset  that  Mr.  Taylor 
used  in  March  and  April,  1949,  to  flag  something 
would  make  no  difference  at  all  in  this  case,  be- 
cause, as  I  say,  the  matter  of  inventory  on  monthly 
statements  is  immaterial  for  tax  purposes  and  those 
estimates  are  made  by  the  management  in  any  way 
that  they  see  fit. 

Now,  Erickson,  however,  said  that  in  certain 
m  wths  in  1949.  ho  reduced  the  inventory  fifty  thou- 


United  States  of  America  2567 

sand  dollars,  and  he  further  said  thai   he  did  this 

on  Taylor's  instructions. 

Now,  on  Mr.  Maxwell's  cross-examination,  he  said 
that  in  February,  1949,  he  reduced  the  inventory 
for  January  31,  1949,  by  fifty  thousand  dollars,  and 
that  [5274]  he  made  a  similar  reduction  each  month 
thereafter  in  the  figure  that  he  gave  to  Taylor  down 
to  and  including  December  31,  1949. 

Now,  that  was  his  last  testimony  on  the  subject. 
Previously,  he  testified  that  he  gave  Taylor  tin* 
actual  inventory  in  March  and  April,  1949. 

Which  of  the  two  statements  is  true? 

Not  only  is  there  inconsistency  on  his  testimony 
of  the  inventory  figure  during  1949,  but  further 
inconsistency  in  his  testimony  on  the  ending  inven- 
tory that  he  gave  to  Taylor  at  the  end  of  1949. 
That  is,  the  inventory  he  gave  to  Taylor  on  the  last 
of  January,  1950,  when  Mr.  Taylor  came  out  to 
Issaquah. 

Erickson's  final  testimony  on  this  matter  under 
recross  examination  by  Mr.  Maxwell  was  that  this 
inventory  figure  that  he  gave  to  Taylor  was  fifty 
thousand  dollars  less  than  it  should  have  been,  but 
prior  thereto,  he  had  attempted  to  justify  his  dupli- 
cation of  the  Stephenson  invoice,  which  obviously 
occurred  before  January  15,  1950,  by  stating  that 
his  purpose  in  duplicating  it  was  to  increase  the 
year-end  inventory,  and  that  he  did  increase  the 
year-end  inventory  by  twenty  thousand  dollars  to 
offset  this  Stephenson  invoice.  If  he  had  done  this, 
then  the  inventory  given  to  Taylor  at  the  end  of 
1950  under  his  [5275]  own  testimony  that  he  was 


2568  Hans  Forster  vs. 

consistently  dropping  this  fifty  thousand  dollars, 
would  have  been  only  thirty  thousand  dollars  re- 
duced, not  fifty.  In  one  point,  he  says  that,  and  at 
one  point,  he  says  it  was  fifty  thousand  reduced. 

Now,  Erickson's  entire  testimony  on  this  subject 
is  exceedingly  vague  and  contradictory.  He  said 
that  he  didn't  like  making  these  changes,  and  that 
it  was  something  he  had  never  done  before. 

If  so,  it  must  have  stuck  clearly  in  his  mind  and 
why  did  he  not  remember  all  of  those  details  when 
he  gave  his  testimony  on  this  subject  to  the  Revenue 
Agents  a  year  or  so  or  more  before  this  trial? 

Now,  sometimes  when  one  is  confronted  with  a 
very  difficult  set  of  facts,  it  is  very  illuminating  to 
step  back  a  few  paces  and  to  try  to  get  a  general 
prospective  of  the  whole  thing. 

Let's  do  that  here.  Let's  see  if  we  can  see  these 
facts  in  their  proper  setting  in  this  case. 

Now,  looking  at  this  whole  picture,  we  see  in  the 
first  place  that  it  was  Forster  who  was  raising  the 
fuss  about  the  income.  No  one  else  had  any  reason 
to  care  whether  the  income  was  high  or  low,  large 
or  small.  Forster,  however,  had  to  pay  tax  on  that 
income,  and  he  was  the  one  who  was  squawking 
about  it.  [5276] 

The  next  thing,  when  we  look  at  this  whole  set 
of  facts  in  perspective,  is  that  the  amount  of  in- 
ventory was  peculiarly  within  Forster 's  and  Erick- 
son's knowledge.  They  were  the  ones  that  were  tak- 
ing the  inventory.  The  inventory  was  taken  by  For- 
ster through  his  plant  manager,  and  Erickson  said 
he  was  pricing  the  inventory. 
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Taylor  was  not  there  when   the   inventory  was 

taken. 

Now,  Erickson  tried  to  tell  ym  that  Mr.  Porster 
never  even  looked  at  the  inventory  in  thi  i  .  It. 
is  inconceivable  to  anyone  who  lias  had  any  busii 
experience  thai  the  owner  of  the  business  would 
]),-iy  no  attention  whatsoever  to  bis  inventory.  A-. 
T  think  Mr.  Moriarty  said  to  you,  how  would  he 
know  what  he  had  to  sell?  Mr.  Taylor,  nor  Erick- 
son,  had  incentive  or  reason  to  tamper  with  the 
accounts  payable  or  the  inventories  of  this  business. 

Their  jobs  were  to  keep  the  books  and  make  out 
the  tax  returns,  and  no  reason  appears  why  they 
on  their  own,  or  either  of  them  on  his  own,  should 
have  made  improper  charges  in  these  figures.  For- 
ster  was  the  only  one  to  whom  this  was  important, 
and  he  was  the  one  who  was  squawking.  I  say  to 
you,  if  orders  came  from  anyone  to  Erickson  to 
make  [5277]  these  changes,  it  would  certainly  ap- 
pear probable  that  they  came  from  Porster. 

Mr.  Erickson  made  these  changes  at  the  end  of 
1949  in  his  own  books  and  in  his  own  writing.  Con- 
sequently, he  has  to  offer  some  explanation  to  you 
for  it.  Either  he  is  completely  responsible  for  it, 
or  he  must  say  that  someone  ordered  him  to  do  it. 

In  his  testimony,  he  is  obviously  covering  up  for 
porster.  You  watched  him  on  the  stand.  You  heard 
his  testimony  about  putting  these  checks  on  Mr. 
Forster's  desk  without  ever  saying  a  word  about 
it — mum,  is  the  word — he  puts  them  on  his  desk, 
and  Forster  hands  them  back,  and  he  writes  out  a 
deposit  slip  and  he  never  says  a  word.  He  is  obvi- 
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ously  covering  up  for  Forster.  He  borrowed  money 
from  Forster.  He  is  dependent  upon  Forster  for 
his  livelihood,  and  he  took  the  stand  and  testified 
under  that  basis.  He  can't  say  that  Forster  made 
the — he  can  blame  it  on  Taylor. 

What  is  more  natural  than  Erickson  taking  the 
stand  and  saying,  "Taylor  told  me  to  do  it.  Taylor 
told  me  to  do  it." 

But,  Erickson's  testimony  is  simply  unbelievable 
upon  that  score.  He  says,  "I  didn't  like  to  do  this." 
Never  done  it  before,  but  Taylor  told  [5278]  him 
to,  so  he  had  to  do  it. 

And,  he  says,  he  never  bothered  to  tell  Forster 
about  it,  never  bothered  to  tell  him  he  was  doing  it. 
He  never  bothered  to  ask  Forster  whether  he  should 
do  it,  and  he  even  put  that  phoney  Stephenson 
check  in  front  of  Forster,  and  had  Forster  sign  it, 
and  never  uttered  a  word  that  he  was  making 
changes  to  save  Forster  fifty  thousand  dollars  in 
taxable  income. 

Now,  is  it  conceivable  to  you,  Ladies  and  Gentle- 
men, that  Mr.  Erickson,  working  there  at  Issaquah, 
day  in  and  day  out,  under  Mr.  Forster,  imder  his 
thumb,  being  buzzed  in  and  out  of  his  office,  being 
paid  by  him,  dependent  upon  him  for  his  livelihood, 
would  have  made  changes  that  he  thought  were  im- 
proper and  he  didn't  like  to  do  in  these  books? — 
The  changes  being  for  the  benefit  of  only  one  per- 
son, Mr.  Forster,  without  even  asking  Mr.  Forster 
whether  he  had  to  do  it?  Is  that  conceivable  to 
you? 

Neither  Mr.  Erickson  nor  Mr.  Taylor  had  any 
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reason  to  do  anything  except  on  orders  from  Mr. 
Forster,  and  Mr.  Ericksoo  is  the  one  who  did  it, 

and  he  made  the  changes,  and  I  say  to  you  that 
there  is  only  one  place  that  this  order  could  have 
eome  from,  and  that   is  from  Mr.  Forster.  [5279] 

Now,  Mr.  Forster's  testimony  about  these  changes 
is  even  more  contradictory  and  unbelievable  than 
Mr.  Erickson's. 

In  the  first  place,  Mr.  Griffin,  in  his  opening  state- 
ment here,  said  that  it  was  at  the  end  of  November, 
1949,  that  this  conference  occurred,  in  which  Mr. 
Forster  objected  to  the  profit,  and  Mr.  Griffin  said 
to  you  that  it  was  the  big  profit  in  November,  or  a 
profit  in  November,  that  he  was  objecting  to,  be- 
cause November,  in  the  history  of  the  business, 
never  showed  a  profit,  and  he  said  that  at  the  end 
of  November,  this  November  profit  being  out  of 
line,  that  Forster  objected  to  it.  Mr.  Griffin  could 
only  have  received  that  information  from  his  client, 
Mr.  Forster,  and  it  is  obvious  that  Mr.  Forster  was 
trying  to  admit  to  an  annual  1949  figure,  which  was 
used  for  income  tax  purposes. 

But  then,  when  the  work  sheets  were  introduced 
in  this  case,  the  work  sheets  showed  clearly  that 
there  was  no  profit  for  November.  There  was  a  loss 
for  November,  and  then  Mr.  Forster  was  required 
to  take  the  stand  and  admit  that,  ye^  it  was  the 
conference  at  the  end  of  January,  1950,  that  he  ob- 
jected to  the  income,  but  then,  what  does  he  say  ! 
He  says  at  first  he  didn't  object  to  the  annual  figure, 
it  was  the  [5280]  profit  for  the  month  of  Decem- 
ber he  objected  to,  and  that  December  never  showed 
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a  profit  and  he  said,  "Here  comes  Taylor,  and  fig- 
ures out  a  profit  of  twenty  thousand  dollars  for  the 
month  of  December,  and  I  told  him  it  was  impos- 
sible." 

Well,  as  a  matter  of  fact,  even  at  that  point  on 
the  stand,  Mr.  Forster  first  said  there  was  a  profit 
shown  by  Taylor  in  both  November  and  December. 
We  first  showed  him  the  November  statement  show- 
ing a  loss,  so  then  he  said,  "Well,  I  didn't  testify 
there  was  a  profit  in  November;  it  was  December." 

But,  the  work  sheets  themselves  showed  that  the 
original  figures  that  Mr.  Taylor  arrived  at  at  the 
end  of  January,  1950,  showed  a  loss  of  about  twenty 
thousand  dollars  for  the  month  of  December,  and 
not  a  profit  of  twenty  thousand  dollars.  Mr.  Forster 
went  back  and  forth  on  this.  First,  he  said  that 
there  was  a  twenty  thousand  profit  in  December, 
and  he  said  there  was  a  twenty-five  thousand  profit 
in  December,  and  then  he  said  Taylor  told  him  the 
annual  profit  looked  like  $127,000,  and  then  on  re- 
direct by  Mr.  Griffin,  he  said  it  looked  like  110  or 
115  thousand.  The  second  is  that  Mr.  Taylor's  work 
sheet,  when  originally  put  in  front  of  him,  and  it  is 
here  in  [5281]  evidence,  when  originally  put  in 
front  of  him  at  the  end  of  January,  1950,  showed 
$101,000  profit,  and  a  loss  for  the  month  of  De- 
cember. 

So,  then,  Mr.  Forster  admitted  finally  that  he 
did  take  objection  to  the  annual  figure,  the  annual 
jjrofit  figure,  and  then  he  said  that — he  said  it  was 
impossible,  and  that  he  told  Taylor  to  look  it  over, 
and  that  is  all  he  knows  about  it. 
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That  is  all  he  knows  about  it — never  heard  about 
it  again  until  after  the  investigation  started.  Ad- 
mits he  signed  the  return,  but  he  didn't  inquire,  and 
he  didn't  ask  either  Erickson  or  Taylor  whal   had 

happened;  whether  11  ley  found  anything. 

No,  he  raised  this  big  fuss  and  said  it  was  im- 
possible, that  there  must  be  something  out  of  line, 
that  he  couldn't  have  made  a  profit  of  that  size,  but 
yet  he  would  have  you  believe  he  wmt  oveT  and 
signed  the  tax  return  without  even  asking  whether 
they  found  anything  or  didn't  find  anything. 

Now,  I  say  to  you  that  that  is  completely  unbe- 
lievable. No  man,  least  of  all  a  man  who  had  built 
up  a  chain  of  enterprises  by  control  1  ing  every  penny 
and  by  operating  more  cheaply  than  his  competi- 
tors and  out-competing  some  of  the  largest  firms  in 
this  nation,  no  man  who  had  done  that,  or  any 
businessman  who  had  [5282]  truly  believed  that  a 
profit  was  too  high  and  that  it  was  wrong  and  that 
there  was  error  and  said  it  was  'way  out  of  line  to 
the  year  before,  no  such  man  would  have  signed 
such  a  tax  return  and  never  asked  anybody  whether 
they  had  found  anything  wrong. 

His  testimony  is  simply  not  credible. 

Mr.  Taylor's  testimony — and  I  point  out  to  you 
that  yon  did  not  hear  Mr.  Taylor's  testimo] 
tradicted  or  impeached  while  he  was  on  the  stand — 
his  testimony  on  these  1949  adjustments  has  been 
consistent  all  the  way  through,  for  the  Agents  and 
here.  He  says  he  went  in,  he  figured  out  the  profit, 
he  showed  it  to  Mr.  Forster  and  Mr.  Erickson  was 
there  and  Mr.  Forster  raised  Cain  about  it,  and  lie 
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told  Mm  that  this  was  what  the  books  showed  and 
that  the  figures  were  accurate  and  he  said  that  if 
there  were  any  errors,  there  were  errors  on  Mr. 
Erickson's  books,  and  if  there  were  errors,  he  was 
glad  to  correct  the  figures,  and  if  there  were  errors, 
he  would  hold  his  ledger  open  and  he  could  reflect  it. 
In  the  beginning  of  March,  1950,  he  goes  out  and 
he  is  given  these  changes,  and  he  writes  these 
changes  on  the  work  sheet  correctly  in  a  separate 
column  for  everybody  to  see,  and  he  makes  the  cor- 
rections caused  by  them  on  his  work  sheet,  and  he 
makes  out  the  income  tax  return,  and  he  has  Mr. 
[5283]  Forster  come  in,  and  then  explains  them 
and  points  out  what  the  figures  are  that  are  given 
to  him,  and  he  says,  "These  come  from  you,  and  it 
is  up  to  you  to  substantiate  them." 

Now,  all  of  this  happened,  Ladies  and  Gentlemen, 
at  a  time  when  Mr.  Taylor  was  in  difficult  troubles 
of  his  own.  On  March  2nd,  that  same  time  as  he  was 
making  these  changes  in  this  inventory,  he  pled 
guilty  to  tax  evasion  in  his  own  case.  Is  it  believ- 
able that  any  man  at  that  time,  under  those  cir- 
cumstances, would  have  consciously  and  knowingly 
and  wilfully  altered  his  figures  to  wrongfully  reduce 
the  profit  by  fifty  thousand  dollars  of  Issaquah 
Creamery  Company,  knowing  that  they  were — that 
those  entries  were  false?  It  just  is  simply  not  be- 
lievable, and  we  say  to  you  that  looking  at  the 
thing  as  a  whole,  that  looking  at  the  contradictions 
in  all  of  the  testimony,  looking  at  the  consistency 
in  Mr.  Taylor's  testimony,  looking  at  the  motive  of 
the  people  involved,  that  it  is  obvious  that  when 
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Mr.  Taylor  loft  that  conference,  Mi-.  Forster  in- 
structed Erickson  to  make  these  changes,  and  he 
knew  all  along  that  they  had  been  made,  and  if  was 
on  his  direction  and  for  liis  benefit  thai  the  changes 

were  made  in  these  books  at  the  end  of  1949.  [5284] 

Now,  the  only  other  issue  that  the  Government 
raises  as  to  Issaquah  Creamery  Company  is  the 
Issue  as  to  the  changes  in  milk  price  in  1948  and 
1949  between  Issaquah  and  Alpine.  Mr. — there  is  no 
evidence  in  the  record  that  Mr.  Taylor  had  any- 
thing to  do  with  that  whatsoever  so  that  I  will  pass 
it  over  except  to  say  that  I,  myself,  can't  see  where 
they  have  anything  to  do  in  this  tax  case. 

They  were  buying  and  selling  milk,  and  entitled 
to  put  any  price  they  pleased  on  it,  and  I  can't  see 
where  that  should  be  in  this  case  at  all,  but  that 
is  no  concern  of  mine. 

Now,  in  addition  to  these  matters  of  Issaquah 
Creamery,  and,  of  course,  some  of  the  matters  I 
touched  on  heretofore  bore  on  Alpine,  too,  because 
some  of  these  expenses  were  charged  off  at  Alpine, 
on  personal  expenses,  but,  in  addition  to  these  mat- 
ters, the  Government  in  its  exhibit  279,  and  you 
should  look  at  279,  and  280,  they  are  the  details  of 
what  the  Government  charges  in  this  case. 

In  279,  the  Government  claims  that  Mr.  Forstt  r 
got  income  from  other  corporations  in  which  he  held 
an  interest  which  should  have  been  reported,  and 
which  was  not  reported.  [5285] 

One  of  these  is  Simonson  and  Forster.  Mr.  For- 
ster was  paid  one  hundred  dollars  a  month  from 
1948  and  1949.  Mr.  Moriarty  yesterday  said  some- 
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thing  about  1945,  1946,  1947,  but  there  is  no  evi- 
dence of  that  in  this  case. 

We  are  dealing  here  with  1948  and  1949.  Now, 
there  is  a  conflict  in  the  testimony  between  Mr. 
Taylor  and  Mr.  Forster,  as  to  what  happened  at  the 
end  of  1948  with  regard  to  this  matter. 

Mr.  Taylor  told  you  that  he  talked  to  Mr.  Forster 
about  it,  and  that  these  hundred  dollar  checks  had 
been  sent  during  the  year,  but  it  hadn't  been  deter- 
mined what  they  were,  whether  they  were  going  to 
be  a  loan  or  salary,  or  what  they  were,  and  they 
were  set  up  in  the  general  expense  column,  mean- 
while, and  that  he  talked  to  Mr.  Forster  about  it 
at  the  end  of  the  year,  and  Forster  said  it  couldn't 
be  a  salary,  because  the  company  was  short  of 
capital  and  that,  he  said,  "Talk  to  Mr.  Simonson 
about  it,"  and  that  Mr.  Simonson  had  some  ar- 
rangement on  it,  and  that  they  would  have  to  put  it 
back. 

And,  Mr.  Taylor  says  he  talked  to  Simonson  and 
that  Simonson  was  buying  equipment  out  of  his 
funds,  and  that  he  would  collect  the  $1200  for  Mr. 
Forster,  and  that  should  be  so  handled  on  the  books 
[5286]  of  the  company,  and  we  have  the  work  sheets 
of  Mr.  Taylor  at  the  end  of  that  year  in  evidence 
in  this  case. 

This  was  a  work  sheet  made  at  that  time,  and  no 
afterthought  made  for  the  purpose  of  this  trial,  and 
it  was  made  at  that  time  and  in  that  work  sheet 
the  one  hundred  dollars  is  taken  out  of  general  ex- 
pense and  charged  back  to  income  of  Simonson 
and  Forster. 
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fn  other  words,  no  deduction  was  taken  for  thai 
one  hundred  dollars,  so  if  was  obvious  if   was  qo1 
to  be  treated  as  -alary  to  Mr.  Forster  in  any 
It  was  charged  back  to  income,  and  it  was  set  np 
ia  the  equipmenl  account — rather,  if  was  an  item  in 
fiic  equipment  account    for  this  equipmenl    which 
had  been  puf  in.   It  wa.s  larger  in  anionnl  than  tl 
but  part  of  that  was  the  $1200  which  Mr.  Po] 
owed  and  the  $1100— and  the  $1100  figure  which 
Mr.  Simonson  himself  had  owed  to  the  corporation, 
and  that  was  how  the  equipment  was  thereby  paid 
for. 

In  other  words,  at  the  end  of  1948,  this  was  to 
be  treated  as  a  loan  to  Mr.  Forster,  not  as  salary 
to  Mr.  Forster,  and  he  was  to  repay  this  money, 
and  it  is  reflected  in  the  accounts  of  the  company 
at  the  time  in  accordance  with  that  basis.  Mr. 
[5287]  Forster  says  no  such  conversation  occurred, 
but  one  of  the  girls  from  Simonson  and  Forster 
told  you,  and  she  was — I  have  forgotten  her  name 
— she  was  the  girl  who  was  working  in  the  office  at 
the  beginning  of  1949,  and  she  told  you  that  she 
overhead  a  conversation  between  Mr.  Taylor  and 
Mr.  Simonson  about  this. 

Unfortunately,  Mr.  Simonson  has  passed  away 
and  can't  confirm  what  that  conversation  was,  but 
here  is  something  that  happened  at  the  time  and 
the  amounts  were  taken  out  of  expense.  They  were 
charged  back  to  income  and  they  obviously  were 
not  to  be  treated  as  a  salary  or  compensation  to 
Mr.  Forster  at  that  time. 

Now,  the  same  thing  was  true  of  1949.  Unfortun- 
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ately,  the  work  sheet  for  1949,  which  was  present 
here  prior  to  the  trial,  got  lost.  I  can  well  appreciate 
how  it  would  get  lost  in  the  state  that  the  records 
were  in  in  the  room  upstairs,  where  they  were  held, 
but  Mr.  Taylor  told  you  that  the  same  type  of  ad- 
justment was  made  at  the  end  of  1949. 

This  is  a  good  stopping  point,  your  Honor. 
The  Court:  Ladies  and  Gentlemen  of  the  Jury: 
We  will  now  take  the  mid-afternoon  recess,  and  the 
Court  calls  your  attention  to  the  admonition  given 
you  on  similar  occasions,  and  asks  that  you  heed 
it  on  this  [5288]  occasion. 
You  may  now  be  excused. 

(Whereupon,  the  Jury  retired  from  the  court 
room.) 

(Whereupon,  at  2:44  o'clock  p.m.,  a  recess 
was  had  in  the  within-entitled  and  numbered 
cause  until  2:59  o'clock  p.m.  May  11,  1954,  at 
which  time,  Counsel  and  Defendants  heretofore 
noted  being  present,  the  following  proceedings 
were  had,  to-wit:) 
The  Court :    You  may  call  the  Jury. 

(Whereupon,  the  Jury  was  returned  to  the 
court  room.) 
The  Court:    You  may  be  seated. 
It  is  stipulated  that  the  Jury  and  all  Defendants 
are  present  in  the  court  room? 
Mr.  Griffin:    Yes,  your  Honor. 
Mr.  Moriarty:    Yes,  your  Honor. 
The  Court:    You  may  proceed,  Mr.  LeSourd. 
Mr.  LeSourd:     Thank  you,  your  Honor. 
Ladies  and  Gentlemen:   Another  one  of  the  sub- 
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si  diary  issues  raised  by  the  Gtovernmenl  in  tins  case 
is  that  Mr.  Forster  should  have  Included  in  his  re- 
turns, or  that  Mr.  Taylor  should  have  included  for 
him,  the  amounts  in  each  of  these  years  equal  to 
sums  paid  to  Alary  Finstad  with  regard  to  the  pur- 
Chase  of  stock  in  Finstad  and  Utgard.  They  say  that 
Mr.  [5289]  Taylor  For  a  number  of  these  payments 
should  have  seen  thai  an  equal  amount  was  in- 
cluded in  Mr.  Forster's  return.  This  situation 
very  complicated  one  and  much  more  appropriately 
would  be  in  the  Tax  Court  for  a  real  argument  as 
to  whether  it  is  taxable  or  not  than  in  a  criminal 
case  where  we  are  dealing  with  knowledge  and  crim- 
inal intent. 

The  factual  situation  is  that  Egeness,  together 
with  some  associates,  was  purchasing  the  shares  of 
stock  of  Finstad  and  Utgard  from  his  aunt,  Mary 
Finstad.  This  was  on  a  contract.  Mr.  Egeness  and 
his  associates  were  obligated  to  pay  the  balance  of 
that  contract. 

For  several  years,  they  had  been  making  pay- 
ments, and  they  did  show  they  were  doing  so,  by 
having  those  payments  made  by  check  of  the  com- 
pany, Finstad  and  Utgard,  and  charged  to  their 
salary  account  as  the  personal  expenditures  of  Mr. 
Forster  in  this  case  should  have  been  charged  on 
Mr.  Erickson's  books. 

Forster  entered  the  picture  at  that  time  and  en- 
tered into  an  agreement  with  Mr.  Egeness  and  his 
associates,  giving  to  Forster  the  right  to  buy  their 
interest  in  their  contract  with  Mrs.  Finstad.  This 
agreement  is  in  evidence.  You  can  read  it.  It  [5290] 
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doesn't  obligate  Forster  to  do  a  thing.  Forster  has 
a  right  to  stop  at  any  time,  and  not  be  liable  for 
any  further  payments  whatsoever,  but  he  had  the 
right,  if  he  so  desired,  to  buy  out  this  stock,  to  buy 
the  interest  in  the  contract,  and  to  make  the  pay- 
ments to  Mrs.  Finstad  and  to  buy  the  stock. 

Now,  after  this  agreement  was  entered  into,  Mr. 
Egeness  went  right  on  as  before,  making  the  pay- 
ments to  his  aunt,  Mrs.  Finstad,  by  corporate  check 
of  Finstad  and  Utgard,  charged  to  his  salary  ac- 
count. Mr.  Egeness  was  still  liable  to  Mrs.  Finstad; 
Mr.  Forster  was  not.  And,  these  payments,  as  they 
were  made,  month  by  month,  extinguished  Mr. 
Egeness'  liability.  He  was  directly  concerned.  If 
Mr.  Forster  had  decided  not  to  go  ahead  with  this, 
Mr.  Egeness  would  have  had  to  pay  for  it,  and  the 
stock  would  have  been  his. 

Mr.  Griffin  spoke  about  Mr.  Forster  having  some 
credit  on  this  obligation.  Mr.  Forster  had  no  ob- 
ligation on  this  credit  to  Mrs.  Finstad. 

The  Government  contends,  for  some  manner  of 
reasoning,  that  these  payments  are  taxable  income 
year  by  year,  as  made  to  Mr.  Forster  on  his  income 
tax  returns,  and  the  claim  is  that  the  salary  of  Mrs. 
Egeness,  to  which  these  were  charged,  was  not  really 
a  [5291]  salary  of  Mr.  Egeness,  and  that  these 
checks  were  merely  distribution  of  corporate  funds 
used  to  pay  off  Mrs.  Finstad,  and  their  reasoning 
from  that,  or  the  reasoning  of  the  man  they  put 
on  the  stand  upon  that  was  it  was  a  constructive 
dividend  of  Mr.  Forster. 

Now,  before  Mr.  Forster  arrived  on  the  scene, 
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Egeness  had  been  getting  a  salary  of  $450  a  month 
plus  purchasing  25  percent  interest  in  the  busin 
Mr.  Forster  told  you  he  agreed  with    Egeness   he 

should  get  the  salary  he  was  getting,  plus  10  per- 
cent of  the  profits,  but  Mr.  Forster  says  what  he 
agreed  to  with  Egeness  was  $300  a  month  plus  10 
percent  of  the  profits.  Egeness  testified  liis  salary 
was  $600  a  month  plus  10  percent  of  the  profits, 
and  he  testified  it  was  arrived  at  at  a  meeting  in 
which  Mr.  Forster  was  present,  as  well  as  Mr.  Tay- 
lor. Mr.  Forster  denied  being  present  at  that  meet- 
ing. 

Mr.  Forster  further  tells  you  that  he  didn't  know 
anything  about  the  making  of  the  payments  to  Mrs. 
Finstad,  and  he  didn't  know  how  they  were  being 
made.  He  even  says  he  never  bothered  to  inquire 
in  the  four  or  five  years  that  are  here  involved,  and 
after  he  entered  into  this  agreement  as  to  how  they 
were  being  made.  [5292] 

I  just  wonder  whether  he  had  any  interest  in 
the  contract  or  not. 

Now,  there  is  a  further  fact  in  dispute  on  this 
matter.  Mr.  Taylor  says  that  there  was  an  arrange- 
ment that  Egeness  was  going  to  get  some  of  the 
stock  when  these  payments  were  completed  and  that 
Mr.  Taylor  was  under  the  impression  that  one  rea- 
son for  Mr.  Egeness  continuing  to  pay  off  this  con- 
tract out  of  his  own  salary  was  that  Mr.  Egeness 
was  to  get  part  of  the  stock  when  the  payments 
were  completed. 

Now,  Mr,  Forster,  on  cross-examination  admitted 
that  there  was  some  such  arrangement.  He  admitted 
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that  there  was  an  arrangement  between  himself  and 
Mr.  Egeness  whereby  Egeness  was  to  have  the  right 
to  get  some  stock  and  he  in  effect,  as  I  recall  it, 
said,  that  he  was  to  get  the  stock  when  the  payments 
to  Mrs.  Finstad  were  completed,  but  Mr.  Forster 
says  that  understanding  was  arrived  at  after  this 
method  of  paying  off  this  contract  by  Mr.  Egeness 
was  set  up  in  1943,  or  whenever  it  was  that  they 
first  went  in  there.  And,  they  put  Mr.  Egeness  back 
on  the  stand  on  rebuttal,  and  asked  him  two  very 
carefully  phrased  questions:  the  first  was  whether 
he  had  at  any  time  owned  an  interest  in  Finstad 
[5293]  and  Utgard.  Of  course,  he  had  never  owned 
an  interest.  The  stock  was  held  at  all  times  by  Mrs. 
Finstad  until  1950,  and  as  Mr.  Forster  testified,  in 
1950,  when  the  stock  was  paid  for,  the  investment 
had  started,  and  they  decided  to  hold  up  giving 
Egeness  any  stock  until  they  saw  how  the  whole 
thing  was  coming  out.  So,  of  course,  Egeness  never 
owned  any  part  of  Finstad  and  Utgard. 

Now,  the  second  question  they  asked  him  was 
whether  he,  in  1943,  in  the  presence  of  Forster  and 
Taylor,  entered  into  an  agreement  to  purchase  one- 
fourth  interest  in  Finstad  and  Utgard,  or  any  in- 
terest, and  he  said  "No." 

Well,  now,  Mr.  Forster's  testimony  was  that  his 
understanding  with  Egeness  was  not  arrived  at  at 
a  meeting  where  the  three  were  present.  He  said, 
as  I  recall  it,  that  he  talked  it  over  with  Egeness, 
and  he  talked  it  over  later  with  Mr.  Taylor,  and  he 
reported  back  to  Egeness  again  and  that  was  Mr. 
Forster's  testimony  as  to  how  this  general  arrange- 
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ment  was  reached,  and  that  it  was  not  done  at  a 
meeting  at  which  all  three  were  present,  and  which 
was  the  question  asked  Mr.  Egeness  lie  re.  Egei 
in  no  way  contradicted  Forster's  testimony  that 
there  was  an  [5294]  arrangement  whereby  Egei 
was  to  get  some  stock.  The  only  direct  conflict  in 
the  testimony  is  when  the  arrangement  was  made. 
This  conference  in  Mr.  Egeness's  original  testi- 
mony, the  conference  at  which  his  salary  was  ar- 
rived at  was  July,  1943. 

Forster  had  come  into  the  picture  and  had  made 
a  verbal  arrangement  several  months  earlier  than 
that,  for  the  acquisition  of  this  contractu;)]  inter*  4 
in  Finstad  and  Utgard,  so  that  there  was  a  Beverai 
months'  period  before  this  salary  arrangement  was 
set  up.  There  is  nothing  to  show  that  this  arrange- 
ment between  Forster  and  Egeness  wasn't  made  at 
that  time,  but  even  if  it  was  made  after  that  time, 
or  made  at  any  time  before  1945,  it  still  has  a  direct 
bearing  on  this  case. 

Now,  further,  there  is  this  further  factual  situa- 
tion to  keep  in  mind.  Mr.  Egeness  testified,  truly, 
that  his  salary  was  $600,  but  he — and  that  tends  to 
confirm  his  salary,  and  also  tending  to  confirm  it  is 
the  fact  that  he  reported  the  entire  salary  in  his 
return  and  paid  all  the  tax  on  it.  Mr.  Egeness  at- 
tempted to  equivocate  on  this  in  his  testimony.  He 
first  testified  he  paid  only  one-half  and  the  corpora- 
tion paid  one-half,  and  then  we  confronted  him  witli 
his  sworn  testimony  in  the  preliminary  hearing  in 
this  case,  where  he  had  testified  under  [5295]  oath 
that  he  had  paid  all  the  tax,  and  he  admitted  on  the 
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stand  he  paid  all  the  tax,  but  he  said  the  corpora- 
tion reimbursed  him  for  part  of  it. 

The  Finstad  and  Utgard  books  are  in  evidence 
here  as  Exhibits  A-19  -20  -22  and  -26,  covering  all 
of  the  years  here  involved,  and  those  books — and 
we  have  checked  them — show  definitely  that  Fin- 
stad and  Utgard  Corporation  did  not  bear  any  part 
of  the  tax  on  Mr.  Egeness's  $600  salary. 

In  each  of  the  years,  there  are  corporate  checks 
written  to  the  Collector  of  Internal  Revenue  for 
Mr.  Egeness'  tax,  or  a  part  of  it,  and  those  checks 
are  charged  to  Mr.  Egeness  and  paid  for  by  him. 

Mr.  Egeness's  testimony  was  not  correct  on  that 
particular,  and  I  want  to  come  back  to  that  at  a 
later  point  in  my  argument. 

Another  significant  thing  here,  Ladies  and  Gen- 
tlemen, is  that  Touche,  Niven's  analysis  concerned 
Finstad  and  Utgard  which  was  put  in  as  an  admis- 
sion by  Forster  against  his  interest,  but  not  bind- 
ing on  anyone  else — it  is  Exhibit  251 — Touche, 
Niven's  analysis  shows  that  Mrs.  Finstad  was  over- 
paid by  one  thousand  dollars,  and  to  whom  was  the 
money  repaid  ?  It  was  repaid  to  Mr.  Egeness.  Now, 
if  Mr.  Egeness  was  not  paying  this  contract  out  of 
his  own  funds,  why  [5296]  would  the  one  thousand 
dollars  be  repaid  to  him? 

Now,  where  does  all  this  complicated  matter  leave 
us  taxwise?  The  Government  says  that  this  is  some 
way  taxable  to  Mr.  Forster.  They  even  put  Mr. 
Holtberg  on  the  stand  as  a  certified  public  account- 
ant who  testified  that  this  was  a  constructive  divi- 
dend, and  in  cross-examination,  I  brought  out  that 
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lie  had  taken  the  stand  and  so  testified  without  ever 
checking  the  law  on  the  subject  what  .  and  I 

think  it  is  not  excusable,  Ladies  and  Gentlemen,  for 
an  expert  witness  in  a  criminal  case,  where  the 
liberty  of  three  men  is  involved,  to  take  the  stand 
aud  testify  thai  something  is  taxable  income  with- 
out ever  checking  the  law  to  see  whether  it  is  tax- 
able income. 

We  offered  an  expert  on  the  subject,  Mr.  Potts, 
experienced  in  tax  law.  He  was  not  permitted  to 
testily  because  the  question  is  one  of  law,  and  not 
one  of  fact  for  the  Jury,  but  wre  don't  need  an 
expert,  Ladies  and  Gentlemen,  for  any  ordinary 
taxpayer  to  know  that  there  is  a  lot  of  doubt  as  to 
whether  Mr.  Forster  was  taxable  in  the  years  1945 
to  1949  on  any  income  on  this  matter.  Mr.  Forster, 
as  Holtberg  told  you,  was  on  the  cash  basis.  Most 
all  individuals  are  on  the  cash  basis,  and  on  that 
basis,  as  you  know,  you  don't  report  income  until 
you  receive  it  in  your  [5297]  hands. 

Now,  the  only  person  who  actually  received  any 
money  here  was  Mr.  Egeness,  and  his  salary  was 
considered  paid  to  him,  and  Mrs.  Finstad  recei 
the  checks,  and  they  were  paid  on  the  stock  and 
Mr.  Forster  received  not  one  nickel  in  hand  to  be 
reported  on  a  cash  basis. 

I  say  to  you  there  was  no  taxable  income  on  this 
matter  in  the  years  1945  to  1949  whether  there  was 
an  understanding  between  Forster  and  Egeness  as 
to  whether  he  was  to  get  some  of  the  stock  or 
wasn't,  and  it  was  not  until  1950,  when  the  testi- 
mony shows  that  Mrs.  Finstad  was  finally  paid  and 
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they  delivered  the  stock  to  Mr.  Forster  and  repaid 
Egeness  only  one  thousand  dollars,  and  didn't  give 
him  any  of  the  stock  that  Mr.  Forster  himself  says 
there  was  an  understanding  to  give  him  at  the  time 
of  this  arrangement.  They  gave  it  all  to  Forster 
and  yet  the  escrow  instructions  by  which  Mr.  Croson, 
an  attorney  in  this  City,  was  holding  that  stock, 
shows  that  Egeness  had  the  right  to  have  that  stock 
held  until  he  was  repaid  every  single  penny  out  of 
his  salary  account  or  otherwise,  but  he  did  not  get 
repayment  except  for  one  thousand  dollars,  and  at 
that  time,  Mr.  Forster  had  income,  and  got,  on  a 
cash  basis,  [5298]  in  hand  the  stock.  Mr.  Taylor 
was  no  longer  there.  It  was  in  someone  else's  hands. 
I  don't  know  how  it  was  handled  on  those  returns. 
Those  returns  are  not  in  evidence  here,  but  we  say 
to  you  that  the  whole  issue  is  improperly  in  this 
case,  and  I  venture  to  say  that  sooner  or  later,  when 
the  Tax  Court  gets  the  civil  side  of  this  case,  we 
will  find  Mr.  Forster 's  attorneys  up  there  arguing 
that  it  is  not  even  taxable  civilly  to  Mr.  Forster 
in  these  years. 

Now,  another  corporation  that  the  Government 
contends  paid  income  or  from  which  income  was 
received  by  Mr.  Forster  is  the  Renton  Ice  and  Ice 
Cream  Company  and  Forster  did  receive  during 
these  years,  payments  not  from  Renton  Ice  and  Ice 
Cream  Company  but  from  Baskett  and  Schneider 
as  part  of  the  salary  that  they  were  receiving  from 
that  corporation. 

Now,  on  this  matter,  there  is  agreement  on  cer- 
tain fundamental  facts.   It  is  agreed  that  there  was 
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a  meeting  of  directors  in  September,  L952,  shortly 
after  this  company  was  organized,  and  h  is  agreed 
— in  fad,  the  minutes  are  here  For  you  to  sec  -that 
at  that  meeting,  the  salary  of  Mr.  Basketl  and  Mr. 
Schneider,  who  were  working  full  time  ninning  this 
business,  were  fixed  at  five  hundred  dollars  a  month. 
It  is  further  agreed  that  at  that  meeting  [5299] 
it  was  decided  that  Mr.  Basketl  and  Mr.  Schneider 
would  each  draw  $200  currently  month  by  month, 
and  that  they  would  get  the  balance  at  the  end  of 
the  year. 

Now,  both  Mr.  Taylor  and  Mr.  Schneider  testified 
that  Mr.  Forster  was  there  at  the  meeting.  Forster 
says  he  doesn't  recollect  it.  He  wouldn't  deny  it. 
He  doesn't  recollect  it,  but  he  admits  he  was  inter- 
ested in  the  matter  of  what  salaries  were  paid  out 
of  his  companies,  but  he  didn't  recollect  being  at 
the  meeting. 

There  is  a  very  sharp  divergence  on  two  facts 
concerning  that  meeting  on  September  30,  1942. 
First,  Taylor  says  it  wras  agreed  at  that  meeting 
between  Schneider  and  Baskett  and  Forster  that 
the  balance  of  the  salaries  voted  to  Mr.  Baskett  and 
Mr.  Schneider  were  at  the  end  of  the  year  to  be 
divided  three  ways  with  Mr.  Forster  participating. 

Now,  interestingly  enough,  Schneider, — although 
he  says  he  was  at  the  meeting — denies  that  there 
was  any  discussion  whatsoever  about  any  division 
of  those  salaries,  the  amounts  that  weren't  paid  cur- 
rently, and  Mr.  Forster  also  denied  that  there  was 
any  discussion,  although,  of  course,  he  doesn't  even 
recollect  being  there,   so   I  assume   has   no    [f)300] 
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recollection  of  whether  there  was  any  discussion  01 
wasn't  any  discussion. 

The  second  point  of  diversion  is  that  Mr.  Taylor 
said  at  that  meeting,  when  this  matter  was  agreed 
upon,  that  he  said  that  it  was  all  right  as  long  as 
Mr.  Forster  put  his  part  into  some  hooks  where  it 
could  he  reported.  He  said  to  put  them  in  his  Al- 
pine receipts  where  they  would  be  reported  because 
he  said  it  shouldn't  go  on  the  return  as  a  salary 
because  it  wasn't  a  salary,  Renton  Ice  wasn't  paying 
a  salary  to  Forster.  They  were  paying  salaries  to 
Baskett  and  Schneider. 

What  Mr.  Forster  was  to  receive  was  payment 
from  the  two  individuals. 

Mr.  Taylor  said  it  couldn't  be  set  up  on  Mr.  For- 
ster's  return  as  salary  what  should  go  in  some 
place  where  it  could  be  recorded  and  on  the  Alpine 
receipts,  that  was  a  logical  place  for  it.  The  Alpine 
Dairy  was  a  wholly  owned  proprietorship  business, 
and  if  it  went  on  there,  it  would  be  on  his  return. 

Mr.  Taylor  tells  you  that  that  was  what  went  on 
at  that  meeting.  It  was  denied  by  Mr.  Schneider 
and  Mr.  Forster,  not  recollecting  being  at  the  meet- 
ing simpty  denies  anything  said  to  him  along  that 
regard.  [5301] 

Now,  what  is  the  truth  of  this  matter?  Mr. 
Schneider  would  have  you  believe  by  his  testimony 
that  he  and  Mr.  Baskett  attended  this  meeting  on 
September  30,  1942,  and  he  says  Forster  was  there, 
— they  were  all  there — all  the  stockholders,  Forster, 
Baskett  and  Schneider,  and  each  owned  one-third 
interest,  and  he  would  have  you  believe  that  there 
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was  discussed  the  salary  be  should  receive,  and  thai 
lie  and  Basketl  would  receive  five  hundred  dollars 
a  month  each  and  thai  he  came  from  thai  meeting, 
and  Baskett  came  from  that  meeting,  believing  thai 
bach  would  get  five  hundred  dollars  a  month,  the 
entire  amount  of  the  voted  salary. 

He  says  there  was  no  agreement  that  Forster  was 
to  get  anything.  And,  Schneider,  says  thai  two 
years  later,  out  of  a  clear  blue  sky,  Mr.  Taylor  sub- 
sequently directs  him  to  pay  one-third  of  the  bal- 
ance of  the  salary  voted  to  him  and  to  Mr.  Baskett 
to  Mr.  Forster.  A  bio:  surprise.  lie  had  gone  on 
for  two  years  thinking  he  was  going  to  get  the  whole 
salary,  and  now  Mr.  Taylor  orders  him  to  pay  one- 
third  of  that  to  Mr.  Forster,  and  he  says  he  pro- 
tested to  Mr.  Taylor.  Apparently  it  didn't  do  any 
good.  He  went  ahead  and  paid  one-third  to  Mr. 
Forster,  and  he  tells  you  he  never  asked  Mr.  For- 
ster whether  he  had  to  do  it,  and  [5302]  never 
i  talked  to  him,  one  way  or  another,  and  on  Taylor's 
order,  he  sends  one-third  of  his  salary  to  Mr.  For- 
ster and  never  peeping  to  Mr.  Forster,  never  saying 
a  word. 

No  two  men,  Ladies  and  Gentlemen,  each  owning 
one-third  of  this  business,  one  of  them  the  president 
and  the  general  manager,  who  had  attended  a  meet- 
ing of  all  the  stockholders  and  at  that  meeting  beinc: 
voted  five  hundred  dollars  a  month  each,  and  it 
had  gone  on  for  two  years,  thinking  it  was  their 
own  money,  would  have  paid  half  of  the  balance  of 
their  salary  to  Mr.  Forster  on  the  order  of  their 
tifty-dollars-a-month  accountant,  without  asking  Mr. 
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Forster  "How  come?".  You  know,  as  well  as  I  do, 
that  that  was  all  agreed  upon  ahead  of  time,  just 
as  Mr.  Taylor  told  you  between  those  three  people. 

Mr,  Forster  says  he  was  even  surprised  to  get 
the  money,  all  a  surprise  to  him.  He  never  heard 
about  it.  Just  like  manna  from  Heaven  and  the 
next  time  he  sees  Mr.  Schneider,  he  says  "Thank 
you,"  no  other  conversation,  just  " Thank  you." 

Mr.  Schneider  claims  he  was  surprised  every  year 
when  Mr.  Taylor  ordered  him  to  give  half  his 
money  to  Mr.  Forster,  and  he  sent  it  and  never 
discussed  it  with  Mr.  Forster.  [5303] 

Now,  it  is  obvious  that  they  are  not  telling  you 
the  truth  about  that,  Ladies  and  Gentlemen,  and 
the  only  story,  the  only  statement  here  on  this  sub- 
ject  that  jibes  with  what  the  facts  had  to  be,  was 
Mr.  Taylor's  testimony  on  the  stand  when  he  says 
at  the  very  first  meeting  it  was  agreed  between  these 
three  people  that  they  were  to  handle  it  that  way, 
and  that  his  job  was  to  reflect  what  they  agreed. 

After  all,  he  was  simply  employed  as  the  account- 
ant, and  he  told  Mr.  Forster  to  put  it  in  this  Alpine 
receipts,  so  that  it  would  be  reported. 

If  Forster,  then  Schneider  will  take  the  stand 
and  tell  you  a  story  as  they  did  which  is  obviously 
not  true,  which  is  that  they  never  agreed  on  this, 
isn't  it  just  as  likely  that  they  would  take  the  stand 
and  deny  that  anything  was  said  about  putting  this 
in  the  Alpine  receipts? 

Mrs.  Lovenger,  Mr.  Baskett's  widow,  offers  a  re- 
freshing contrast  to  this  testimony  of  Schneider 
and  Forster.  She  wasn't  surprised.  She  never  asked 
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Forster  nor  Schneider  ot  Taylor  about  the  split  be- 
cause her  husband  told  her  prior  to  bis  death,  and 
six1  logically  assumed  it  would  go  on  as  before.  She 
assumed  that  this  was  agreed  between  the  three 
stockholders  at  the  very  first  meeting  of  this  cor- 
poration. [5304] 

Now,  it  is  interesting,  also,  thai  when  Taylor 
slipped  up  in  August,  1945,  and  wrote  cheeks  for  a 
50/50  split  with  Forster,  you  will  find,  if  you  ex- 
amine the  Renton  check  register  here,  that  the 
checks  were  cancelled,  and  Schneider  took  over  and 
the  system  was  changed,  and  single  checks  were 
written,  as  Mrs.  Lovenger  told  you. 

Schneider  brought  them  out  to  get  her  to  sign 
them,  and  took  her  down  and  got  cashier's  cheeks 
and  sent  the  cashier's  checks  to  Renton,  and  still 
he  says,  "Mr.  Taylor  ordered  me.  Mr.  Forster 
didn't  know  anything  about  it." 

But,  Mrs.  Lovenger  tells  you  it  was  Schneider, 
not  Forster,  who  was  doing  that. 

Now,  it  is  interesting  also  that  Mr.  Schneider 
erroneously  testified  on  the  yoty  same  point  that 
Mr.  Egeness  erroneously  testified  on.  Both  Schnei- 
der and  Egeness  are  connected  with  Forster,  and  T 
submit  to  you,  in  the  light  of  all  this,  whether  they 
pan  be  classified  as  disinterested  witnesses,  particu- 
larly in  view  of  the  testimony  of  each  of  them,  and 
the  testimony  of  Schneider  that  is  absolutely  unbe- 
lievable. 

Now,  what  was  the  point  on  which  they  both 
erroneously  testified?  The  question  of  whether  they 
paid  [5305]  taxes  on  their  full  salary.    T  have  al- 


2592  Hans  Forster  vs. 

ready  covered  Egeness.  On  Schneider:  Schneider 
admits  and  he  claimed  he  didn't  pay  the  full  tax 
on  his  whole  salary,  that  Mr.  Taylor  took  care  of 
the  other  taxes,  but  he  admits  he  included  the  full 
salary  on  his  income  tax  return,  so  he  had  to  pay 
the  full  salary,  unless  the  corporation  paid  it,  and 
the  check  register  of  the  Renton  Ice  is  in  evidence, 
and  we  have  examined  it,  and  there  isn't  a  single 
check  written  that  could  by  any  possibility,  con- 
stitute a  payment  of  Mr.  Schneider's  tax  except 
withholding,  and  withholding,  of  course,  is  deducti- 
ble from  Mr.  Schneider's  salary  before  it  was  ever 
paid  to  him. 

Now,  the  question  may  arise  in  your  mind,  Ladies 
and  Gentlemen,  as  to  why  Taylor  did  not  check  to 
make  sure  that  Forster  was  including  this  income 
in  the  Alpine  receipts  as  he  was  told  to  do,  but 
Taylor  was  not  being  employed  to  carry  out  his 
employer's  income  or  to  doubt  his  employer's  word. 
He  was  employed  to  rely  on  the  figure  given  him 
by  his  boss.  He  did  ask  each  year,  and  it  is  ad- 
mitted he  did  ask  Forster  each  year  for  any  other 
items  of  income  that  should  go  on  the  return,  and 
there  is  no  contention  that  at  any  time  did  Forster 
ever  tell  him  that  this  income  was  not  included  in 
his  business  books  and  should  be  [5306]  put  on  the 
return. 

Forster  was  getting  the  money  in  hand  paid  by 
the  checks.  He  knew  if  he  received  it,  and  it  wasn't 
put  in  the  books,  he  should  have  told  Mr.  Taylor 
about  it,  and  Forster  himself  stated  to  Marx,  as 
Marx  testified,  the  verv  first  time  Marx  talked  to 
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him,  in  April,  L950,  if  all  the  items  on  his  income 
did  not  get  in  his  returns,  Taylor  was  qoI  respon 
sil)lc  Be  was  simply  making  mil  returns  from  the 
Sgures  Forster  gave  him.  Maybe,  if  Taylor  \ 
very  conscientious  on  this  mallei-  during  these 
years,  lie  would  have  checked  further  to  see  if  these 
had  gotten  into  these  receipts,  1ml  he  is  charged 
here  nol  with  failure  of  conscientious  checking,  not 
with  what  he  might  have  done,  but  with  knowledge 
— what  did  he  know — and  there  is  certainly  no  evi- 
dence in  this  case  on  this  point,  as  on  all  the  other 
points  in  this  case,  that  Taylor  knew  that  that  in- 
come wasn't  being  included  in  the  Alpine  sales  and 
receipts — miscellaneous  receipts  —  except  Forster's 
own  testimony  on  the  stand  against  Mr.  Taylor,  and 

i  I  say  to  you  that  here,  as  in  every  other  place,  Mr. 
Forster's  testimony  simply  could  not  be  believed, 
and  when  he  will  take  the  stand  and  say  that  these 

,  checks  came  to  him  as  a  great  surprise  and  he  said 
"Thank  you"  and  never  discussed  them  with  any- 
body and  never  discussed  them  at  any  time,  you 
can't  [5307]  believe  what  he  says  about  that  Kenton 
situation  whatsoever. 

Now,  the  reason  for  this  arrangement  at  Renton 
is  clear  in  the  testimony.  It  is  undisputed  that 
Forster  wanted  to  keep  in  the  background.  Ho 
didn't  appear  in  the  corporation  at  all.  He  had 
Taylor  act  as  his — as  the  front  for  him  in  this  mat- 
ter, and  both  Schneider  and  Forster  testified  that 
Williams,  the  man  who  sold  it  to  them,  and  that 
they  had  to  pay  him  for  over  a  long  period  on  con- 
tract, a  man  who  was  in  a  competing  business  there 
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in  Renton,  and  didn't  like  Forster,  and  never  would 
have  entered  into  the  transaction  if  he  knew  Forster 
was  involved,  and  also  Forster  and  Taylor  told  you 
that  he  had  another  competitive  problem  in  that 
Renton  area. 

Perhaps  their  concern  of  these  situations  went  too 
far.  Maybe  they  didn't  need  to  do  what  they  did. 
Maybe  the  methods  they  used  weren't  appropriate 
for  accomplishing  what  they  were  seeking  to  accom- 
plish, as  far  as  the  public  was  concerned,  or  the 
competitor,  or  anyone  else,  but  that  was  for  the 
owners  of  the  business,  Mr.  Schneider,  Mr.  Basket!, 
and  Mr.  Forster,  not  anyone  else,  to  decide. 

As  they  hit  on  this  method,  Mr.  Taylor  was  em- 
ployed as  accountant.  He  had  no  interest  in  [5308] 
the  business.  His  job  was  to  reflect  the  decisions  of 
the  owners.  He  knew  that  Schneider  and  Baskett 
were  paying  tax  on  the  entire  salary  voted  and  he 
assumed  Mr.  Forster  was  likewise  paying  tax  on 
the  amount  Baskett  and  Schneider  were  paying  to 
him. 

Now,  I  should  mention  one  other  matter  concern- 
ing Renton  Ice  and  Ice  Cream,  although  it  has  no 
direct  bearing  whatever  in  this  case,  and  that  is 
the  charge  made  by  Schneider  that  Taylor  altered 
figures  for  the  accounts  payable  at  Renton  for  the 
end  of  the  fiscal  years  1946  and  1947. 

It  doesn't  affect  any  of  the  tax  here  of  either 
Mr.  Forster  or  the  Issaquah  Creamery  Company 
but  nevertheless,  the  charge  has  been  made. 

Now,  as  to  1946,  Schneider  says  he  totalled  the 
figures  in  these  little  books  he,  Schneider,  kept ;  but 
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Mr.  Taylor  told  you  thai  a  Tier  the  first  Cew  months 
at  the  time  he  gol  oul  there,  Schneider  didn't  have 
them  filled  oul  and  Schneider  was  too  negligent,  and 
finally,  from  thai  time  on,  he  had  to  gel  his  accoiu  1 
payable  from  the  Invoices  and  not  the  books  but 
Schneider  said,  "Here  arc  the  books,"'  and  he  gol 
$8,338.05  as  a  total  Cor  this  month,  and  he  wrote 
it  in,  and  later,  at  Taylor's  instructions,  ho  altered 
and  raised  it  to  $14,338.05.  [5309] 

Now,  this  is  at  the  end  of  July,  1946.  1  wish  you 
would  look  at  that  figure.  The  month — they  have 
got  the  months  wrong.  The  month  will  say  "August, 
1946,"  but  that  is  the  July  month.  There  is  abso- 
lutely no  change  or  erasure  of  any  kind  in  that 
figure,  as  Mr.  Taylor  pointed  out  to  you  when  he 
testified.  There  has  never  been  a  change  in  that 
figure.  It  is  in  Schneider's  writing,  and  it  says 
$14,338.05. 

Now,  Mr.  Taylor  told  you  with  regard  to  that, 
that  he  normally  didn't  use  the  book,  and  he  went 
out  there  and  was  making  an  analysis  of  the  types 
of  accounts  payable  at  this  particular  time,  and  he 
got  all  the  figures  together  for  beer,  and  mix,  and 
retail,  and  down  in  the  left-hand  lower  corner  of 
that  sheet,  you  will  find  where  he  jotted  in  mix, 
beer,  and  retail,  the  separate  figures,  and  the  total 
for  $14,338.05,  which  Mr.  Schneider  wrote  in  his 
own  figures  above. 

Taylor  tells  you  that  the  month  wasn't  even  com- 
plete, that  the  figures  weren't  all  filled  out.  Schnei- 
der admits  that  Taylor  derived  the  figures  while 
Taylor  was  in  the  office,  but  he  didn't  know  how  he 
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got  them.  It  is  obvious,  however,  he  got  them  from 
three  separate  categories  of  merchandise,  and  not  by 
raising  [5310]  any  existing  total  on  the  sheet  as  Mr. 
Schneider  would  have  you  think. 

Now,  as  to  July  31,  1947,  Schneider  says  that  he 
saw  Taylor  write  in  nine  "l's."  Taylor  told  you  he 
did  not  write  in  those  nine  "IV. 

In  fact,  Taylor  tells  you  he  didn't  even  see  the 
hook  that  month,  and  that  that  was  the  usual  situa- 
tion when  he  went  out  there. 

Schneider  says  that  the  first  total  at  the  end  of 
these  columns  is  in  Taylor's  writing,  but  we  called 
Revenue  Agent  Marx  to  the  stand,  and  he  certainly 
saw  those,  too.  He  spent  long  enough,  as  described 
by  Mr.  Griffin,  going  over  all  of  these  work  sheets 
of  Taylor's,  for  the  years  and  years,  and  he  found 
Mr.  Taylor's  writing,  and  he  told  you  quite  clear  it 
was  not  Mr.  Taylor's  writing  at  the  end  of  the  1947 
accounts  payable.  In  fact,  the  total  at  the  end  of 
the  list  is  not  a  correct  total  of  the  pages  of  that 
month,  whether  it  had  the  nine  "l's"  in  or  it  did 
not  have  the  nine  "IV  in. 

Where  does  that  come  from?  The  total  is  actually 
derived  from  three  separate  figures.  Those  three 
figures  are  accounts  payable,  accrued  salaries  and 
taxes  payable.  Those  three  total  exactly  the  same  as 
the  end  of  this  figure  for  the  end  of  July  [5311] 
31,  1947,  accounts  payable. 

As  Mr.  Taylor  told  you,  he  sent  out  a  typed  sum- 
mary statement,  as  he  did  throughout  all  these  busi- 
nesses, out  to  Mr.  Schneider  at  the  end  of  the  year, 
and  it  is  quite  possible  that  those  three  items  were 
totalled  in  one  figure  in  that  typed  statement,  and 
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it  seems  probable  to  me  thai  thai  lb  where  thai  fig- 
ure came  from — that  Mr.  Schneider  look  if  and  en- 
tered it  on  the  books. 

Taxes,  for  example,  never  have  been  entered  on 

those  hooks,  and  yet  you  have  to  add  in  the  amount 
of  taxes  written  in  at  the  end  of  the  accounts  pay- 
able. 

Now,  the  remaining  items  that  are  put  in  issue  in 
this  case  by  the  Government,  as  evidence  of 
evasion  consisted  of  interest  received  by  Mr.  Fors- 
ter,  which  he  failed  to  report.  Forster  and  Taylor 
both  agree  that  at  the  end  of  each  year,  Mr.  Taylor 
asked  Mr.  Forster  for  the  interest  he  had  received 
during  the  year  so  that  it  could  be  put  in  his  return. 

Now,  Mr.  Forster  at  one  point  said  that  there  was 
some  information  that  he  gave  to  Mr.  Taylor  at 
the  end  of  each  year  that  never  got  on  the  return, 
but  when  it  was  asked  what  it  was,  he  was  unable 
to  point  out  one  single  thing. 

Now,  Taylor,  when  he  asked  his  client  for  inter- 
est, and  he  is  given  a  figure  or  figures  for  [5312] 
interest,  certainly  isn't  required  to  doubt  the  word 
of  his  client,  or  to  go  around  checking  to  see  if 
there  wasn't  further  interest  given  him.  Pie  is  en- 
titled to  take  the  interest  from  Mr.  Forster  and  put 
it  in  the  return. 

Forster  knew  what  interest  he  was  receiving,  and 
;  if  he  didn't  give  it  to  Mr.  Taylor  at  the  end  of  the 
year,  it  is  Mr.  Forster's  responsibility  and  not  Mr. 
Taylor's. 

Now,  this  constitutes,  Ladies  and  Gentlemen,  all 
the  issues  actually  involved  in  this  case.  This  con- 


2598  Hans  Forster  vs. 

stitutes  all  of  the  charges  of  the  Government  which 
they  say  proves  tax  evasion  in  this  case. 

Mr.  Griffin  said  to  you  this  morning  that  all  this 
failure  to  pay  taxes  arose  from  the  mess  in  which 
Taylor's  books  were  kept.  But,  let's  think  back 
over  the  issues  that  are  really  involved  in  the  case, 
and  see  whether  or  not  anyone  of  of  them  has  any- 
ing  to  do  with  the  way  Mr.  Taylor  kept  his  books. 

The  diverted  receipts  that  never  got  on  the  books, 
the  personal  expenses  charged  to  business — they 
are  simply  charged  on  Erickson's  journal  as  busi- 
ness expenses,  and  when  they  get  to  Mr.  Taylor's 
books,  they  are  in  a  lump  sum  figure  for  the  various 
business  expenses.  [5313] 

Certainly,  on  Mr.  Taylor's  ledger,  it  would  make 
no  difference,  and  wouldn't  correct  that  situation. 
The  year-end  inventory,  1949,  Mr.  Erickson  made 
it  on  his  journals,  and  it  is  admitted  here  that  Mr. 
Taylor  merely  took  those  figures  and  put  them  in 
his  work  sheet  and  then  in  his  ledger. 

On  that,  Mr.  Griffin  says  this  year-end  1949  ad- 
justment was  split  up  in  his  ledger.  I  think  if  you 
look  in  his  accounts  payable  you  will  find  that  the 
total  has  been  increased  in  one  figure,  and  not  split 
up  all  over  the  place.  But,  Mr.  Griffin  would  have 
you  think  that  the  manner  of  keeping  Mr.  Taylor's 
books  was  responsible  for  this.  It  certainly  wasn't 
responsible  for  the  interest  given  him  at  the  end 
of  the  year.  That  never  went  on  the  books.  Certainly 
not  responsible  for  Renton  Ice.  That  was  nothing 
to  do  with  the  books.  It  was  not  responsible  for 
Einstad  and  Utgard  if  that  were  thought  to  be  in- 
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come,  which  I  say  is  not.  Or,  any  other  Items. 

AH  this  business  aboul  the  hooks  is  .just  a  smoke 
screen  to  try  to  becloud  the  issues  and  they  go  into 

a  lot  of  adjustments  and  the  accountants  admitted 
that  any  accountant  in  handling  a  general  Ledger 
must  make  a  lot  of  adjustments  at  the  end  of  the 
year  and  at  other  times,  but  they  bring  out  these 
adjustments  and  make  it  to  prejudice  Mr.  Taylor, 
[5314]  if  possible,  and  make  it  appeal-  that  here 
was  a  lot  of  manipulation. 

They  don't  tell  you  that  one  adjustment  here  was 
balanced  off  by  another  adjustment  there;  that  the 
cash  on  hand,  which  they  say  was  understated  from 
what  they  now  figure  how  it  was,  is  balanced  off  by 
the  overstatement  of  the  cash  in  the  bank;  that  fig- 
ures adjust  themselves  back  and  forth. 

They  don't  tell  you  that;  they  don't  tell  you  that 
in  this  period  of  1949,  and  with  1948,  also,  tin- it- 
were  large  and  complicated  contracts  taken  with 
the  Army,  I  believe,  and  certainly  with  the  School 
Board,  where  Alpine  took  the  contracts  for  milk 
but  the  contract  was  performed  by  four  different 
dairies,  Arden's,  Kristoferson's,  and  Alpine,  and 
Carnation.  Alpine  was  selling  the  whole  thing.  The 
payments  to  the  others  were  made  from  Issaquah, 
and  that  required  a  lot  of  adjustments,  but  all  they 
want  to  do  is  to  throw  up  a  cloud  of  these  things 
in  an  attempt  to  make  it  appear  that  there  must  be 
something  some  place  wrong  with  these  books,  and 
that  accounts  for  all  this  tax  evasion  here,  and  yet 
Mr.  Gorans,  on  cross-examination,  admitted  that 
none  of  the  alleged  discrepancies  that  he  was  tes:i- 
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fying  about,  and  he  later  said  those  weren't  dis- 
crepancies because  they  may  have  been  all  O.K., 
[5315]  he  just  couldn't  understand  them,  he  said 
none  of  them  affect  the  issues  raised  in  279  and  280, 
which  is  the  Government's  statement  of  what  they 
think  proves  this  case  for  them. 

Now,  we  are  not  certainly  here  contending  that 
Mr.  Taylor's  books  were  models  of  excellence,  that 
they  were  complete  with  all  the  posting  references 
and  descriptive  material  and  so  on  with  regard  to 
what  are  in  them  and  all  of  that.  Mr.  Taylor  was 
performing  work  for  the  type  of  people  who  wanted 
the  accounting  done  reasonably,  and  he  had  devised 
what  he  felt  to  be  the  simplest  possible  method  of 
adequately  reporting  the  income  of  his  clients,  and 
a  method  whereby  a  lot  of  things — I  was  going  to 
call  it  "fancy  stuff" — I  shouldn't  call  it  that — it  is 
all  very  good — it  is  all  very  fine  to  have  full  posting 
references,  but  it  takes  time,  and  costs  money — 
but  he  was  performing  a  service  that  was  much 
simplified,  and  we  don't  say  that  they  are  books 
that  Touche,  Niven  would  have  kept,  or  someone 
else  would  have  kept.  We  don't  say  there  are  not 
errors  in  them,  in  addition  here  and  there,  but  what 
has  that  got  to  do  with  this  case?  This  case  is  con- 
cerned with  wilful  and  knowing  tax  evasion,  and 
the  Government  has  come  out  with  particular 
charges  here,  and  none  of  them  have  the  least  bit 
to  do  with  all  of  these  books  that  were  [5316]  testi- 
fied about. 

Mr.  Griffin,  on  cross-examination  of  Mr.  Taylor, 
w"ui   I  ack  f^o^+v  vears  to  all  of  these  accounting 
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statements  where  differenl  figures  were  shown  in 
statements  given  to  a  bank  as  compared  to  the 
books,  and  so  forth. 

They  likewise  have  nothing  to  do  with  the  ease, 
and  I  don't  have  time  to  go  into  them  in  detail, 
Smt  just  as  illust  rative  of  the  type  of  thing  involved, 
I  would  like  to  take  two  of  those  exhibits  and  com- 
pare them,  and  before  I  do  that,  Mr.  Griffin  this 
morning  spoke  about  exhibits  A.-99  and  A- 100, 
which  were  two  of  these  financial  statement-  back 
in  the  '30s,  reading  as  of  the  same  date.  I  believe 
it  was  at  the  end  of  1938,  and  he  says  that  one  of 
them  showed  a  deficit  in  cash,  and  another  showed 
a  deficit,  I  think,  of  thirteen  himdred  dollars  in 
cash. 

Well,  neither  of  them  showed  anything  like  that. 
99  and  100  both  show  cash  on  hand.  Now,  he  is 
thinking  of  some  other  exhibit.  I  have  forgotten 
myself  which  ones  they  were,  where  it  was  shown 
at  the  end  of  a  particular  year  an  overdraft  in  cash 
on  the  books,  and  when  they  made  np  a  statement 
for  the  bank,  what  did  they  do?  They  took  the 
fehecks  that  were  in  transit  that  had  been  written 
and  not  yet  c:rnred  at  [5317]  the  bank,  they  took 
them  out,  and  they  actually  had  a  bank  balance  at 
the  end  of  the  year  in  so  many  dollars,  and  on  the 
books,  they  had  charged  off  the  cheeks  they  had 
Written,  which  had  not  yet  reached  the  bank.  They 
took  those  out,  and  set  them  up  as  accounts  pay- 
able, so  that  their  cash  didn't  shown  an  overdraft 
but  showed  what  was  in  the  banks  and  the  accounts 
payable  showed  the  checks  outstanding. 
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It  was  that  type  of  an  adjustment  that  we  have 
through  here,  but  Mr.  Griffin,  going  back  twenty 
years,  would  try  to  make  you  think  it  was  some- 
thing to  do  with  this  case. 

Now,  let's  take,  for  example,  Exhibits  A-65  and 
A-95.  They  are  both  financial  statements  as  of  De- 
cember 31,  1935.  The  first  one  was  a  statement  given 
to  the  Peoples  Bank,  which  at  that  time  had  a 
proprietorship  interest  in  this  company. 

The  second  one  was  given  to  the  bank  at  Stan- 
wood,  which  was  loaning  money,  and  given  to  Mr. 
Beadon  Hall,  whose  brother  was  president  of  the 
other  bank. 

The  first  statement  shows  a  loss  of  $1,639.37,  and 
the  later  statement  shows  a  profit  of  $13,732.  What 
is  the  difference  between  the  two  statements?  In 
the  first  place,  the  second  statement  [5318]  picked 
up  $2,510.72  in  additional  sales  on  top  of  the  407,- 
000-odd  sales  in  the  first  statement. 

This  small  amount  may  be  some  money  that  came 
in  at  the  end  of  the  year,  and  hadn't  been  picked 
up  in  the  original  statement.  Then  there  was  an  ad- 
justment involving  elimination  of  reserve  for  bad 
debts,  which  was  carried  in  the  books,  and  this  re- 
sulted in  an  increase  in  the  year-end  inventory  of 
$1,000  as  a  part  of  the  adjustment,  wiping  out  the 
reserve  for  bad  debts. 

Now,  the  reserve  for  bad  debts  is  an  allowable  de- 
duction for  tax  purposes,  where  you  are  carrying 
your  bad  debts  on  a  reserve  basis.  But,  for  the  pur- 
pose of  the  bank,  these  debts  were  still  owed  to  this 
company,  and  they  felt  that  it  was  proper  to  elimi- 
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nate  the  reserve  for  bad  debts  for  thai  purpose. 

Then,  Mr.  Taylor  added  thai  $6,900  of  Forst 
undrawn  salary,  so  that  the  statement,  issued  for 
credit  purposes,  showed  1 1  if  true  security  thai  the 
bank  would  have  in  Loaning  money  to  thai  com- 
pany, because  the  bank — i1  comes  in  ahead  of  the 
Stockholders'  withdrawals  from  the  company,  and, 
so,  for  credit  purposes,  what  the  hank  wants  to  know 
is  what  would  the — whal  are  the  assets  thai  they 
could  get  if  they  foreclose  on  this  company's  [5319] 
(business,  and  consequently  the  undrawn  salary  owed 
to  Mr.  Forster  was  taken  out. 

Now,  next,  Mr.  Taylor  made  a  $4,490  adjust- 
ment to  depreciation.  The  depreciation  on  the  books 
is  the  rate  permitted  by  the  Government. 

The  Government  puts  out  a  booklet  showing  de- 
preciation rates,  but  the  bank  is  not  interested  in 
book  figures.  The  bank  is  interested  in  market 
values.  What  would  those  assets  bring  if  they  had 
to  sell  them  at  a  foreclosure  sale? 

And,  so,  as  Mr.  Taylor  told  you  on  the  stand,  the 
depreciation  and  market  value  was  changed  to  an 
appraised  value,  actual  appraised  value,  of  the  as- 
sets. 

Now,  every  other  figure,  Ladies  and  Gentlemen, 
on  these  two  statements  is  exactly  the  same.  These 
adjustments  that  are  here  made  are  as  Mr.  Taylor 
told  you  on  the  stand,  a  collection  of  various 
changes  which  present  a  true  picture  for  credit  pur- 
poses on  the  one  hand,  against  the  book  figures, 
which  are  a  true  picture  for  tax  purposes  on  the 
other  hand. 
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Now,  certain  other  items  should  be  mentioned. 
In  the  Finstad  and  Utgard  inventory  and  accounts 
payable,  there  were  certain  changes  made.  Now,  the 
[5320]  increase  in  accounts  payable  was  due  to 
bonuses  which  were  owed  to  farmers  for  milk  and 
it  is  admitted  here  that  at  the  end  of  the  year, 
there  were  bonuses  owed  to  these  farmers  for  milk 
that  wasn't  reflected  in  the  books.  When  Mrs.  Sim- 
onson  prepared  her  statement  from  the  books,  show- 
ing her  accounts  payable,  this  liability  was  not  in 
there,  and  it  was  a  liability  of  the  company.  It 
should  have  been  reflected  in  the  statement  if  it 
was  going  to  be  an  accurate  reflection  of  that  busi- 
ness. 

Now,  the  amount  was  uncertain.  It  hadn't  been 
computed  at  the  end  of  the  year,  and  in  prior  years, 
as  you  will  find  from  the  Finstad  and  Utgard 
ledger  here,  if  you  will  look  at  it,  the  amount  would 
actually  run  over  ten  thousand  dollars,  so  that  this 
figure  was  carried  on  as  the  estimated  amount  at 
the  end  of  the  year  in  accordance  with  the  past  his- 
tory and  it  was  based  on  actual  liability  that  actu- 
ally existed  at  the  end  of  the  year. 

Now,  the  inventory  changes  Mr.  Taylor  testified 
were  made  by  Mr.  Egeness  who  actually  took  the 
inventory.  Mr.  Taylor  wasn't  there.  He  went  up 
once  a  month,  and  in  fact,  none  of  these  pencilled 
inventory  figures  on  this  sheet  that  was  introduced 
in  evidence  here,  A-44,  I  think  it  is — if  you  would 
like  to  look  at  it — appears  in  Mr.  Egeness 's  [5321] 
own  writing.  All  of  this  as  to  Finstad  and  Utgard, 
again,  had  nothing  to   do  with  the  issues  in  this 
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ease.  The  taxes  of  Finstad  and  Utgard  aren'1  in- 
volved here.  II  doesn'1  result  in  any  income  to 
Forster  or  to   [ssaquah   Creamery  Company,  and 

like  so  much  of  the  rest  of  the  evidence,  it  is 
brought  in  here  simply  in  an  attempt,  if  possible, 
to  discredit  Taylor,  and  to  help  make  him  the 
scapegoat  of  this  tax  evasion. 

I  am  going  on  to  another  subject,  your  Honor. 

The  Court:    Do  you  wish  to  recess,  then? 

Mr.  LeSourd:    Yes,  sir. 

The  Court:     Ladies  and  Gentlemen  of  the  Jury: 

We  will  now  recess  until  tomorrow  at  ten  o'clock. 
The  Court  calls  your  attention  to  the  admen  if  inn 
given  you  on  similar  occasions,  and  asks  that  you 
heed  it  on  this  occasion.  In  particular,  again,  T 
caution  you  not  to  reach  any  conclusion  relative 
to  the  merits  of  this  case  until  it  is  finally  sub- 
mitted to  you  for  your  verdict. 

You  may  now  be  excused  until  tomorrow  morning 
at  ton  o'clock. 

(Whereupon,    the    Jury    retired    from    the 
courtroom.)  [5322] 

The  Court:  It  is  stipulated  the  Jury  have  left 
the  courtroom? 

Mr.  Griffin:     Yes,  your  Honor. 

Mr.  Moriarty:     Yes,  your  Honor. 

The  Court:  Mr.  LeSourd,  do  you  expect  to  use 
your  full  time? 

Mr.  LeSourd:  No,  T  expect  to  close  beforehand. 
My  estimate  now  is  one-half  to  one  hour  in  the 
morning. 

The  Court:     I  had  this  in  mind. 
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Mr.  Keesling,  do  you  know  about  how  much  time 
you  will  take? 

Mr.  Keesling:    At  least  two  hours. 

Mr.  Moriarty:    Mr.  Griffin  has  one  half -hour. 

The  Court:     I  understand. 

Assuming  we  concluded  with  Mr.  LeSourd  and 
any  response  of  Mr.  Griffin  that  might  be  proper, 
it  would  leave  the  whole  afternoon  available,  and 
if  the  Government  might  want  to  restrict  to  one- 
half  a  day,  we  might  close  Thursday. 

Mr.  Moriarty:  Depending  on  Mr.  Keesling 's 
statement,  I  believe  the  Government  can  reasonably 
forecast  it  can  be  completed  on  the  morning's  ses- 
sion on  Thursday.  [5323] 

The  Court:    Then  we  will  give 


Mr.  Moriarty:  (Interposing)  But  there  are 
startling  differences 

Mr.  Griffin:  One  development  will  be  to  reopen 
at  the  close  of  Mr.  LeSourd 's  testimony  because 
of  the  exclusion  of  the  three  major  witnesses  which 
we  said  to  your  Honor  unless  permitted  so  to  testify 
that  Mr.  Taylor's  would  be  the  last  word  on  the 
subject  of  financial  statements  and  their  purpose 
in  showing  the  truth,  the  credit  statements  and  the 
bonus  payments,  and  I  have  listened  to  the  last  half 
of  Mr.  LeSourd's  argument  on  Mr.  Taylor's  word 
on  this. 

As  I  say,  the  motion  will  be  made. 

The  Court:  This  trial  will  be  recessed  until  ten 
o'clock  tomorrow  morning,  and  this  Court  will  take 
a  short  recess. 
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(Whereupon,  at  4:02  o'clock  p.m.,  May  11, 
1954,  recess  was  had  in  the  within-entitled  and 
numbered  cause  until  ten  o'clock  a.m.  May  12, 

1954.)  [5324] 

The  Court:     You  may  call  the  Jury. 

(Whereupon,  the  Jury  was  returned  to  the 
courtroom.) 

The  Court:    You  may  be  seated. 

It  is  stipulated  that  the  Jury  and  all  Defendants 
are  present  in  the  courtroom? 

Mr.  Griffin:    Yes,  your  Honor. 

Mr.  Moriarty:    Yes,  your  Honor. 

The  Court:    You  may  proceed,  Mr.  LeSourd. 

Mr.  LeSourd :    Thank  you,  your  Honor. 

Ladies  and  Gentlemen  of  the  Jury: 

I  am  told  that  inadvertently  yesterday  I  men- 
tioned one  fact  that  was  not  correct,  and  I  want  to 
be  sure  that  the  facts  that  I  do  give  you  in  my 
argument  are  correct,  and  I  want  to  correct  it  at 
this  time.  I  think  I  told  you  that  Mr.  Forster's 
salary  during  all  of  his  period  was  eighteen  to 
twenty-four  thousand  a  year.  I  find  that  during  a 
part  of  the  1930's,  his  salary  was  $10,500  and  it 
went  to  eighteen  and  then  to  twenty-four  thousand. 
and  then  back  to  eighteen,  and  I  want  to  corner 
that, 

It  makes  no  difference  in  what.  I  said.  Any  salary 
up  in  that  figure  together  with  his  withdrawals  were 
certainly  sufficient  not  to  have  caused  any  [5329] 
suspicion  on  Mr.  Taylor's  part  that  the  personal 
bank  account  that  he  had  showed  any  withdrawals 
of  income. 
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In  that  connection,  I  would  like  to  say  this,  be- 
cause of  some  perhaps  wrong  impression  that  one 
may  get,  particularly  if  not  an  accountant. 

Much  has  been  made  here  of  these  various  net 
worth  statements  of  Mr.  Forster  in  the  various 
years  that  were  prepared  from  the  books  of  these 
enterprises.  I  think  Mr.  Moriarty  at  one  point  in 
the  examination  asked  questions  about  the  totals  in 
the  net  worth  statements  starting  with  1945  and 
1946  and  so  on,  and  the  very  large  increases. 

You  should  keep  in  mind  that  those  net  worth 
statements  show  the  value  of  Mr.  Forster's  interest 
in  these  various  separate  corporations.  That  value 
increased  very  greatly  during  these  years,  but  that 
was  not  taxable  income  to  Mr.  Forster.  The  income 
tax  of  that  was  paid  by  these  corporations  and  it 
simply  represents  the  increase  of  the  value  of  the 
stock  that  he  held  in  those  companies,  so  that 
want  to  make  sure  you  are  clear  on  that,  that  that 
had  nothing  to  do  with  Mr.  Forster's  own  personal 
income,  or  his  separate  assets. 

Now,  there  is  one  other  matter  that  I  would  like 
to  mention  this  morning,  and  a  couple  of  other 
[5330]  matters.  One  is  the  Denny  Regrade  prop- 
erty that  was  sold  to  Mr.  Morris. 

You  will  recall  that  Mr.  Morris  had  sold  the 
Daisy  Ice  Cream  to  Mr.  Forster,  and  there  was 
a  note  payable  by  Mr.  Forster  to  Mr.  Morris  when 
this  was  sold. 

Both  Mr.  Forster  and  Mr.  Taylor  testified  that 
they  remembered  the  sale  price  was  $14,500.  It  ap- 
ppars  in  the  testimony  that  there  was  $15,500  credit 
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on  this  note  of  Mr.  Morris,  and  thai  there  wa 
$15,500  receipt  on  this  property  which  apparently 
was  never  delivered  since  the  original   was   round 
in  Mr.  Taylor's  files. 

Now,  Taylor  says  he  believe  thai  the  sales  price 
was  $14,500  and  thai  there  was  a  $1,000  adjustmenl 
on  the  note. 

The  deed,  however,  apparently  carried  stamp 
taxes  based  on  $15,500,  but  interestingly  enough,  in 
Mr.  Taylor's  own  computation  on  the  note,  the 
Stamp  taxes  are  set  out  at  a  lesser  amount,  and 
Taylor  did  not  buy  or  affix  tbe  stamp  taxes  on  t In- 
deed. 

Now,  I  don't  know  what  the  fact  is,  except  thai 
obviously  there  was  confusion  in  the  minds  of  Mr. 
Forster  and  Taylor  as  to  what  the  price  was.  Mr. 
Griffin,  I  think,  perhaps  left  the  impression  that 
the  [5331]  one  thousand  dollars  never  got  to  Mr. 
Forster,  but  there  was  a  deposit  shown  in  the  evi- 
dence in  account  198,  his  savings  account,  repre- 
senting all  the  cash  that  was  paid  at  the  closing  of 
the  transaction  after  crediting  the  amount  of  Mr. 
Morris's  note,  and  that  accounted  for  all  of  this 
transaction,  including  the  one  thousand  dollar  ad- 
justment, if  there  was  an  adjustment,  and  the  $14.- 
500,  except  for  the  five  hundred  dollar  down  pay- 
ment, which  was  a  separate  item,  and  which  Mr. 
Taylor  said  Avent  to  Mr.  Forster  separately. 

Now,  this  transaction  occurred  in  January  or 
February,  and  the  income  tax  return  reflecting  it, 
of  course,  was  not  filed  until  March  15th,  of  the 
following  year,  12  or  13  months  later. 
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The  transaction  was  carefully  set  out  in  the  in- 
come tax  return  in  all  details  except  that  the 
amount  was  $14,500.  Now,  maybe  there  was  a  mis- 
take. Maybe  there  was  a  one  thousand  dollar  mis- 
take. Maybe  the  price  was  $14,500  and  there  was  an 
adjustment  of  one  thousand  dollars. 

I  don't  know,  but  at  least  there  was  nothing  in 
that  transaction  that  would  indicate  any  intent  to 
evade  taxes.  And  the  most  it  would  indicate  is  for 
some  reason  Mr.  Taylor,  and  Mr.  [5332]  Forster 
also,  had  the  impression  that  stuck  with  them  that 
the  price  was  $14,500  and  that  at  most  there  would 
be  a  mistake  of  one  thousand  dollars,  the  same  thing 
that  was  very  carefully  set  out  and  reported  on 
the  return. 

There  is  another  point  that  I  wish  to  revert  to 
briefly.  During  Mr.  Taylor's  cross  examination  by 
Mr.  Keesling,  Mr.  Keesling  had  identified  five  or 
six  adding  machine  tapes  of  the  kind  given  to  Mr. 
Taylor  at  the  end  of  the  month.  These  had  income 
taxes  on  them  which  had  been  paid  by  Alpine  Dairy 
— these  were  Alpine  Dairy  tapes — on  Mr.  Forster 's 
personal  income  tax,  and  Mr.  Keesling  sought  to 
show  that  the  account  numbers  written  besides  these 
amounts  were  business  accounts  for  the  business 
taxes  of  Alpine  Dairy,  32  and  by  an  account  33,  I 
think,  but  the  tapes  show  that  written  in  English 
language  besides  these  amounts  are  the  words  "In- 
come Taxes,"  and  Mr.  Taylor  told  you  that  each  of 
these  items  had  a  descriptive  word  and  that  is  what 
he  went  by,  and  as  Mr.  Forster 's  income  taxes,  they 
were    chargeable    to    his    proprietorship    account, 
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where  they  were  charged  on  Mi*.  Taylor's  Ledger. 

There  was  nothing  in  there  to  indicate  to  Mi. 
Taylor,  of  course,  thai  there  were  large  amounts 
[5333]  of  personal  items  of  Mr.  Forster  buried  in 
the  plant  expense  and  advertising  and  in  the  other 
business  expense  items. 

While  discussing  particular  issues  in  tins  case,  I 
pointed  out  a  large  number  of  discrepancies  and 
contradictious  in  the  testimony  of  Mr.  Forster  and 
Mr.  Erickson  that  we  submit  indicate  that  their 
testimony  against  Mr.  Taylor  is  not  credible,  and 
there  are  others  which  I  haven't  previously  men- 
tioned. 

For   instance,   Mr.   Forster's   testimony   that   he 

never  instructed  his  bookkeeping  staff  with  regard 

j  to  any  entries  in  the  books  is  directly  contradicted 

by  Miss  Neukirchen's  testimony  that  if  Erickson 

i  wasn't  there,  she  would  ask  Mr.  Forster  where  to 

post  matters  in  the  books. 

Also,  directly  contradicting  Forster's  testimony 
in  that  regard  is  Miss  Neukirchen's  testimony  that 
Forster  instructed  her  not  to  record  the  ice  cream 
sales  and  the  sales  of  mix  at  Renton,  and  instructed 
her  to  keep  the  invoices  and  give  them  to  him. 
Moreover,  with  regard  to  Daisy  Ice  Cream,  you 
will  recall  Forster  said  he  thought  Taylor  was  the 
one  handling  the  books,  and  he  didn't  learn  any- 
thing to  the  contrary  until  after  the  investigation 
started  and  yet  later  he  admitted  that  he  had  Erick- 
i  son  make  out  [5334]  profit  and  loss  statements  for 
Daisy  and  Alpine  for  year  after  year  during  this 
period. 
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On  the  Government's  cross-examination,  Forster 
testified  that  he  had  discussed  with  Taylor  the  mat- 
ter of  his  daughter's  continuing  on  the  payroll 
while  she  was  in  Europe  and  yet  there  was  read  to 
you  Mr.  Forster's  sworn  statement  to  the  Agents 
that  he  did  not  discuss  this  with  Taylor.  Direct 
contradiction. 

And  with  regard  to  Mr.  Erickson,  I  must  say  to 
you  Ladies  and  Gentlemen  that  I  have  a  great  sym- 
pathy for  Mr.  Erickson  and  I  think  every  one  of 
you  do,  too.  He  had  a  large  family  to  support  and 
he  had  to  have  a  continuous  job,  and  he  had  to 
keep  that  job. 

He  was,  and  he  obviously  still  is,  under  the  domi- 
nation of  Forster,  and  one  can  only  think  that 
everything  he  did  in  this  case  was  under  the  direct 
order  of  Mr.  Forster,  and  he  had  to  keep  his  job, 
and  he  still  is  indebted  to  Mr.  Forster,  and  he  still 
has  the  problem  of  keeping  a  job  and  supporting 
his  family  when  he  leaves  here,  no  matter  what 
happens  to  him,  but  that,  Ladies  and  Gentlemen, 
may  explain  why  he  would  take  the  stand,  but  it 
does  not  excuse  why  he  would  take  the  stand  and 
obviously  not  tell  you  the  truth.  He,  too,  has  con- 
tradicted himself  and  contradicted  it  on  previous 
testimon}^.  [5335]  I  mentioned  some  items  before, 
and  there  are  others.  He  testified  here  that  the 
girls  in  the  office  were  not  working  under  his  direc- 
tion, and  yet  all  three  of  them,  Audrey  Favinijj 
Caroline  Neukirchen,  and  Helen  Krali,  all  took  the 
stand  and  told  you  they  worked  under  Erickson 
and  under  Erickson 's  instructions. 
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Mr.  Eppler  testified  thai  Erickson  himself  had 
told  Mr.  Eppler  that  he  was  in  charge  of  the  office 
fend  gave  the  instructions  to  the  girl,  and  in  this 
connection,  Mr.  Erickson  testified  as  to  a  lo1  of 
checks  coming  in.  He  said  thai  he  gave  them  to 
the  girls  to  post  in  the  ordinary  course  of  busini 
and  he  said  he  didn't  know  why  they  were  not 
posted,  and  lie  did  not  know  why  they  ended  up  in 
Forster's  savings  account. 

For  example,  the  Finstad  and  Utgard  cheeks,  ln- 
said  they  were  given  to  Miss  Neukirchen  to  posl  to 
accounts  receivable,  and  to  deposit  in  the  company 
account,  and  he  said  lie  didn't  know  why  she  would 
have  put  them  on  Forster's  desk,  and  the  Stephen- 
son  butter  checks,  he  said  he  placed  them  on  the 
counter,  and  the  girl  picked  them  up  and  he  said 
she  should  have  posted  them. 

He  said  he  had  nothing  to  do  with  the  [5336] 
posting  of  accounts  receivable,  and  that  he  gave  no 
instructions,  and  that  he  wasn't  necessarily  in 
charge  of  the  entries  in  the  sales  record,  and  yet 
there  was  read  to  you  Erickson 's  sworn  statements 
to  the  Agents,  and  he  told  the  agents  that  the  re- 
cording of  receipts  was  under  his  supervision  and 
no  one  else  had  authority  over  recording  of  business 
receipts  except  himself,  and  Miss  Neukirchen  to 
ified  that  the  only  reason  that  the  Stephenson  checks 
would  not  have  been  recorded  would  be  that  she 
had  not  received  them,  and  she  gave  the  same  testi- 
mony on  the  casein  sales,  and  Miss  Neukirchen 
told  you  that  she  got  instructions  from  both  Forster 
and   Erickson  not  to  post  the  charge  slips  to  ac- 


2614  Hans  Forster  vs. 

counts  receivable  and  to  hold  out  the  cash  sales. 

And,  again,  with  regard  to  Daisy,  Erickson  testi- 
fied that  he  didn't  know  why  the  Daisy  cash  sales 
were  not  recorded  on  the  Issaquah  books.  Miss  Neu- 
kirchen  testified  that  she  withheld  those  Daisy  cash 
slips  on  Mr.  Erickson 's  instruction,  and  Erickson's 
statements  to  the  Agent,  as  read  to  you,  were  that 
he  charged  the  personal  expenses  to  business  ex- 
pense because  there  was  no  other  provision  on  the 
books  for  charging  personal  items  to  Mr.  Forster. 

But,  when  it  became  apparent  here  that  there  was 
provision  on  the  books  for  such  charges,  it  [5337] 
also  became  apparent  that  Erickson  himself  had 
made  such  charges  previously,  and  he  shifted  his 
ground  and  testified  that  the  reason  he  charged  per- 
sonal expenses  to  business  expense  was  that  it  didn't 
make  any  difference  to  him  whether  the  item  was 
business  or  was  personal,  it  was  all  Hans's  business, 
all  Hans's  business,  so  he  charged  the  item  to  the 
same  account  that  he  would  have  charged  the  busi- 
ness expense  to. 

Similarly,  as  to  business  receipts  coming  into 
Issaquah,  which  were  put  into  account  198,  Erick- 
son said  to  the  Agent  that  he  had  no  place  on  his 
books  for  these  items,  but  at  this  trial  when  it 
became  apparent  that  there  was  a  place  on  the 
books,  then  he  shifted  again  and  said  that  some  of 
the  checks  didn't  belong  to  Issaquah  at  all,  and  as 
to  the  others  it  was  simply  the  simplest  way  of  dis- 
posing of  them. 

No  one,  I  submit,  who  had  heard  his  testimony 
«,,/!  T-.0nTfi  f](QP  contradictions — knew  and  so  heard 
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that  testimony  without  knowing  that  he  was  not 
tolling  the  truth  and  the  whole  truth  and  was  mak- 
ing effort  to  protect  Mr.  Forster. 

It  is  reasonable  then  to  conclude  that  his  testi- 
mony against  Taylor  is  Likewise  suspecl  in  view  of 
the  campaign  that  Forster  lias  made  to  throw  the 
blame  in  this  case  onto  Mr.  Taylor.  [5338] 

Many  strange  situations  are  testified  to  IB  this 
case,  all  resulting  in  income  to  Mr.  Forster,  and 
the  receipt  of  this  income  is  always  a  great  surprise 
to  Mr.  Forster.  People  are  busy  getting  business 
receipts  into  his  hands  without  recording  them, 
splitting  their  salary  checks  with  him,  charging  his 
personal  expenses  to  business  expense,  reducing  by 
fifty  thousand  dollars  his  taxable  income  after  he 
raised  a  fuss  about  it;  all,  we  are  told,  on  their 
own  initiative,  without  being  asked,  without  telling 
Forster,  and  it  is  all  a  great  surprise  to  Mr.  For- 
ster. 

Christmas  came  every  day  at  Issaquah.  One  would 
almost  think  that  Mr.  Forster  would  be  a  very 
retiring  and  bashful  man,  unused  to  business  affairs, 
who  never  did  understand  how  money  was  earned, 
or  how  it  came  to  people,  or  whether  he  earned 
any  money  at  all  in  a  particular  year. 

Instead,  we  find  him  to  be  a  very  dominant  char- 
acter, a  profuse  and  glib  talker,  and  a  man  who 
could  and  did  compute  a  profit  and  loss  statement 
each  month  in  his  head. 

In  the  business  world,  large  amounts  of  income 
just  don't  happen.  Large  checks  don't  just  come  to 
you  cut  of  the  sky  like  manna  from  Heaven.    Your 
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employes  on  their  own  initiative  don't  alter  books, 
and  risk  a  [5339]  term  in  the  penitentiary  just  to 
save  you  taxes  because  you  are  a  wonderful  guy, 
and  they  further  do  these  things  without  telling 
you  so  that  you  will  be  agreeably  surprised  how 
wealthy  you  become.  People  just  don't  do  things 
that  way. 

Now,  the  explanation  of  all  these  facts  that  makes 
any  sense  at  all  was  that  Forster  was  ordering  and 
directing  that  these  things  be  done.  He  ordered 
Miss  Neukirchen  and  Erickson  to  give  him  the 
checks,  and  cash  without  recording  them.  He  or- 
dered Erickson  to  charge  personal  expenses  to  busi- 
ness expense,  and  to  reduce  profit  at  the  end  of  the 
year  1949  and  he  arranged  with  Baskett  and  Schnei- 
der to  get  part  of  their  salary  checks. 

It  has  been  claimed  that  Mr.  Taylor  was  the  mas- 
ter mind  in  all  this.  I  submit  to  you  that  the  master 
mind  was  none  other  than  the  same  master  mind 
that  built  up  in  a  few  years  a  large  business  chain 
from  nothing,  and  that  could  compute  profit  and 
loss  in  his  own  head,  and  when  we  talk  about 
friendship  and  trust  and  reliance  on  an  accountant, 
let  us  think  about  the  obligation  of  a  business  man 
and  taxpayer  to  give  his  accountant  fully  and  com- 
pletely all  information  for  his  returns,  and  to  see 
to  it  that  every  item  of  income  is  entered  [5340] 
on  his  books,  so  that  when  the  accountant  takes  the 
figures  from  the  books,  relying  thereon,  he  will  have 
received  correct  and  complete  figures. 

And  then,  when  we  speak  of  friendship  and  trust, 
let  us  think  also  of  the  obligation  of  this  business- 
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man  and  taxpayer  to  lake  the  stand  and  tell  the 
truth  when  his  unreported  income  li;  a  brought  noi 
only  himself  but  his  employes  as  well  to  trial,  to 
tell  the  truth  so  thai  those  who  have  erved  him 
for  years  at  ordinary  if  noi  Low  compensation  can 
be  judged  on  the  basis  of  the  facts  as  they  actually 
existed. 

Now  we  recognize,  Ladies  and  Gentlemen,  thai 
the  worst  thing  here  as  far  as  Mr.  Taylor  is  con- 
cerned is  not  the  evidence  in  this  case  bul  the  Fact 
that  lie  had  previously  plead  guilty  to  tax  evasion 
in  his  own  case  but  we  say  to  you  that  if  there  is 
anything-  that  we  in  this  Country  stand  for  it  is  that 
everyone  is  entitled  to  fair  play,  even  those  who 
have  erred  previously  and  who  are  weak  and  down 
trod,  they  also  as  well  as  the  successful  and  rich 
and  powerful  have  the  right  to  be  judged  imparti- 
ally on  the  facts  in  the  case. 

Now,  on  his  own  return,  Mr.  Taylor  although  he 
felt  in  his  own  heart  that  he  had  not  intentionally 
evaded  [5341]  taxes,  pled  guilty  on  the  advice  that 
he  was  responsible,  that  as  an  accountant  he  had 
no  defense.  He  stood  up  like  a  man  and  paid  for 
his  mistake.  He  did  not  deny  the  facts  relating 
to  his  own  situation  and  there  is  nothing  in  his  plea 
of  guilty  to  indicate  that  when  he  is  testifying  mi- 
lder oath  he  would  do  other  than  to  state  the  facts 
truthfully  and  correctly  as  they  occurred.  Tn  fact, 
ihis  testimony  in  this  case,  as  you  saw,  Ladies  and 
Gentlemen,  was  direct  and  it  was  frank. 

Mr.  Griffin  said  something  about  character  wit- 
nesses,  about   one   character   witness   being    r 
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about  reputation  during  the  period  1945  to  1949. 
Of  course,  that  is  what  we  asked  him.  That  is  the 
period  when  it  is  charged  these  events  took  place. 
Mr.  Griffin  forgets  that  his  own  associate,  Mr. 
Brody,  asked  Forster's  character  witnesses  precisely 
the  same  question,  and  as  Malcolm  McLaren,  a  labor 
leader  and  civic  leader  in  this  City  told  you,  Mr. 
Taylor's  plea  of  guilty  in  his  own  case  has  not 
changed  his  opinion  as  to  Taylor's  truthfulness  and 
veracity.  Just  because  Taylor  pled  guilty  in  his  own 
case  doesn't  justify  his  being  made  the  scapegoat 
for  someone  else's  tax  delinquencies.  The  very  fact 
he  had  this  prior  trouble  makes  it  imperative  [5342] 
that  you  Members  of  the  Jury  carefully  examine 
the  evidence  and  the  credibility  of  witnesses  in  this 
case  because  of  the  vulnerability  of  a  person  in  his 
situation  being  charged  with  another's  troubles  and 
this  responsibility  that  you  as  jurors  bear  is  par- 
ticularly emphasized  in  this  case  by  the  fact  that 
Forster's  defense  has  not  been  a  frank,  straight 
answering  of  the  Government's  charges  but  has  con- 
sisted almost  entirely  of  an  attack  on  Mr.  Taylor, 
on  matters  having  nothing  to  do  whatsoever  with 
the  Government's  charges. 

These  are  the  tactics,  of  course,  that  a  person 
would  employ  if  he  were  improperly  seeking  to 
blame  another  for  his  troubles.  He  would  avoid 
talking  about  the  actual  issues  and  would  concen- 
trate on  discrediting  his  victim  and  that  is  exactly 
the  line  that  Forster's  defense  has  taken  here. 

Moreover,  it  is  evident  from  the  testimony  that 
this  defense  of  blaming  Taylor  is  based  not  on  a 
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conscientious  consideration  of  whal   actually   hap- 
pened but  on  the  dad  thai  Taylor  was  vulnerable, 

a  person  on  whom  the  blame  could  be  thrown. 

April  16,  1950,  it  had  its  inception  a1  a  time  when 
the  investigation  of  Forster  had  uol  ye1  started 
and  it  was  not  known  anything  was  wrong  [5343] 
with  the  Forster  returns.  In  the  very  first  meeting 
with  the  Agents  on  this  Forster  case  on  April  26, 
JL950,  Mr.  Kachlein,  who  was  attorney  for  both  For- 
ster and  Taylor,  slated  to  Revenue  Agent  Mars 
that  if  there  were  any  errors  in  the  Forster  returns 
it  was  undoubtedly  due  to  the  sloppy  accounting  of 
Taylor.  Now,  Kachlein  says  he  doesn't  remember 
this  but  he  does  not  deny  it  and  Marx  in  so  testi- 
fying was  testifying  from  a  written  memorandum 
made  at  the  time.  By  Mr.  Kachlein \s  own  admis- 
sion he  did  not  then  know  that  there  was  anything 
wrong  with  Forster's  returns.  Why  then  would  he 
suggest  to  the  Agents  that  another  client  of  his,  Mr. 
Taylor,  was  responsible  for  any  shortages  if  they 
were  found1?  Obviously  at  that  point  he  did  not 
know  truthfully  who  might  actually  be  responsible 
for  the  shortages  if  they  were  found.  The  only  pos- 
sible reason  for  this  statement  was  to  lay  the  ground 
work  for  shifting  the  responsibility  for  any  short- 
age that  might  develop — shifting  the  responsibility 
from  Forster  to  Taylor — irrespective  of  the  actual 
responsibility  that  might  be  developed  by  the  facts. 

Mr.  Kachlein  admits  that  on  August  29,  1950, 
when  from  Mr.  Eppler's  entry  into  the  case  he  knew 
there  was  a  question  of  fraud  involved  he  [5344] 
nevertheless  told  the  heads  of  the  Internal  Revenue 
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Office  here  in  Seattle  that  the  substantial  deficiency 
shown  by  the  Touche-Niven  reports  was  all  due  to 
the  faulty,  sloppy,  poor  accounting  work  of  Taylor 
and  told  them  that  Mr.  Taylor  had  the  responsi- 
bility of  looking  after  all  of  Mr.  Forster's  books 
and  all  the  finances  of  Mr.  Forster's  enterprises 
and  yet,  even  at  this  time,  Mr.  Kachlein,  according 
to  his  own  testimony,  did  not  know  the  details  of 
the  possible  deficiencies  as  to  whose  fault  it  was. 
He  says  he  didn't  know  that  until  the  end  of  Octo- 
ber, 1950.  I  wonder  with  the  evidence  in  this  case 
on  just  what  he  did  base  his  conclusions  even  then. 

Now,  again,  these  statements  to  the  Agents  indi- 
cated a  plan  and  purpose  of  basing  the  defense  of 
Forster  on  an  attempt  to  shift  the  blame  to  Taylor 
irrespective  of  the  actual  facts  of  the  case.  Now, 
furthermore,  Mr.  Kachlein,  during  all  this  period 
when  he  was  making  these  statements,  was  actively 
representing  Mr.  Taylor  as  his  attorney.  He  at  no 
time  advised  Taylor  that  he  was  taking  a  position 
that  Taylor  was  to  blame  for  Forster's  tax  defici- 
encies, and,  furthermore,  after  a  phone  call  from 
Forster  he  blocked  the  circulation  of  a  petition 
which  would  have  strengthened  Mr.  Taylor  [5345] 
before  the  Accounting  Board. 

Now,  I  say  to  you  that  all  of  this  was  a  very 
unfair  procedure  with  a  lawyer  to  take  with  his 
own  client,  that  it  was  extremely  imfair  for  a  law- 
yer who  has  persuaded  his  client  to  plead  guilty  to 
a  criminal  charge  to  turn  right  around  and  use  that 
very  guilty  plea  as  a  basis  for  making  him  the 
scapegoat  for  another's  tax  deficiencies. 
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Now,  if  Mr.  Forster  and  Mr.  Kachlein  had  had 
confidence  that  the  facts  as  they  developed  would 
exonerate  Mr.  Forster  then  there  would  have  been 
bo  reason  for  treating  Taylor  unfairly;  there  would 
have  been  no  reason  for  Kachlein  to  blame  Taylor 
on  the  one  hand  while  still  representing  him  on  the 
other  and  al  a  time  before  Kachlein  knew  whai  the 
facts  were;  there  would  have  been  no  rea  pre- 

sent Taylor's  clients  from  expressing  their  confi- 
dence in  him;  there  would  have  been  no  reason  to 
encourage  Taylor  to  leave  town  for  a  month  in  Sep- 
tember, 1950,  without  telling  him  that  the  lawyer 
he  trusted  and  still  relied  on  was  actively  working 
against  him;  there  would  have  been  no  reason  to 
leave  Taylor,  in  practical  effect,  without  an  attor- 
ney's protecting  his  interest  during  the  first  six- 
months  of  the  investigation  in  this  case.  [5346] 

If  Mr.  Kachlein,  on  April  26,  1950,  realized  as 
he  should  have  the  conflict  involved  in  blaming  Mr. 
Taylor  for  Mr.  Forster's  troubles,  blaming  the  man 
who  is  now  in  prison  and  who  is  most  vulnerable 
because  of  Mr.  Kachlein  ?s  own  advice,  if  he  had 
even  notified  Mr.  Taylor  at  that  time  so  that  Mr. 
Taylor  could  have  employed  other  counsel  Taylor 
might  be  in  a  much  better  position  today  to  defend 
himself  against  the  attack  by  Forster  because  on 
April  26,  1950,  Taylor's  files  were  still  complete  as 
he  left  them  at  Issaquah.  By  October  27,  1950.  they 
had  been  taken  apart  and  scattered  and  never  again 
would  get  into  a  condition  where  all  of  the  papers 
relating  to  various  transactions  could  be  put  to- 
gether. 
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The  fact  that  all  of  this  was  done  before  the  facts 
shown  by  the  investigation  had  been  uncovered  is 
evidence  that  Forster  and  Kachlein  did  not  have 
confidence  in  the  truth  of  Forster 's  position  and 
desired  to  plant  in  the  Agents'  minds  at  the  very 
outset  the  idea  that  Taylor  was  the  man  responsible. 

Now,  these  representations  against  Taylor  and 
the  statements  by  Forster  against  Taylor  which  fol- 
lowed them  all  occurred  before  any  recommendation 
of  prosecution  was  made  by  the  Government  [5347] 
Agents  in  this  case.  And  what  were  the  Govern- 
ment Agents  to  do?  Here  was  not  only  Forster  but 
Taylor's  own  prior  attorney  saying  that  Taylor  was 
responsible.  Their  only  course,  as  conscientious 
public  servants,  was  to  indict  both  of  them  along 
with  Mr.  Erickson  and  let  you,  the  jury,  decide 
who  was  to  blame  and  that  is  now  your  responsi- 
bility, Ladies  and  Gentlemen. 

To  have  pled  guilty  in  his  own  case  and  gone  to 
prison  was  not  easy  on  Mr.  Taylor,  particularly 
where  he  insisted  that  there  was  no  intent  to  evade, 
but  he  was  told  for  an  accountant  there  was  no  de- 
fense. You  saw  tragically  while  he  was  on  the  stand 
the  genuine  anguish  of  a  man  required  to  relive 
that  episode.  Nor  was  it  easy  for  Mr.  Taylor  to 
learn  that  the  very  day  after  the  prison  doors  closed 
on  him  his  trusted  attorney  on  whom  he  had  im- 
plicitly relied  and  on  whose  advice  he  had  pled 
guilty  was  imputing  to  him  the  blame  for  someone 
else's  tax  deficiencies,  an  imputation  obviously  based 
on  the  very  plea  of  guilty  which  that  attorney  bad 
recommended. 
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Now,  I  am  asking  you  to  re-examine  Mr.  Tay- 
lor's own  case.   Whether  what  happened  wb&  right 

or  wrong  it  is  not  your  burden  to  decide  and  [53 
it  is  not  an  issue  here  hut  T  am  asking  you  nol  to 
punish  Taylor  twice  for  the  same  matter.    I    am 

asking  you  to  determine  the  case  before  you  on  its 
own  merits,  without  prejudice  from  whal  happened 
before.  You  have  only  this  case  before  you  and  T 
am  asking  that  justice  be  done  in  it  on  the  facts 
which  apply  to  it  and  it  alone. 

The  Court  will  instruct  you  that  Mr.  Taylor  i< 
not  guilty  in  this  case  unless  you  find  beyond  any 
reasonable  doubt  that  he  knew  there  was  not  in- 
cluded in  these  returns  income  which  was  required 
to  be  included  and  that  he  personally  and  with  an 
evil  motive  intended  to  evade  taxes  thereon  when 
he  filed  those  returns,  and  the  only  evidence,  La- 
dies and  Gentlemen,  in  this  case  that  would  serve 
to  show  such  intent  by  Mr.  Taylor  is  the  unsup- 
ported oral  testimony  of  Forster  and  Erickson  and 
tinder  all  the  circumstances  here  we  say  to  you  that 
their  testimony  against  Mr.  Taylor  can  not  be  be- 
lieved and  it  certainly  can  not  be  believed  beyond 
any  reasonable  doubt.  As  conscientious  citizens  in- 
terested in  fair  play  and  considering  the  evidence 
in  this  case  your  verdict  as  to  Mr.  Taylor  sh< 
be  not  guilty. 

Thank  you.  [5349] 
***** 

Mr.  Griffin:  The  Defendant  Forster  at  this  time 
moves  that  the  cause  be  reopened  for  the  taking  of 
additional  testimony,  and  the  introduction  and  the 
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offer  again  of  exhibits  A-121  and  A-121-A ;  that  be- 
cause of  the  argument  primarily  made  by  Mr.  Le- 
Sourd  in  regard  to  minus  inventory,  and  the  pur- 
pose of  that  exhibit  as  well  as  the  offer  of  Exhibit 
120  was  to  meet  that  particular  argument,  and  with 
those  exhibits  in  evidence,  the  argument  would  fall 
of  its  own  weight.  It  leaves  the  case,  as  far  as  the 
Jury  is  concerned,  with  Mr.  Taylor's  statement  as 
to  minus  inventory  when  he  carried  the  minus  in- 
ventory over  from  1949  into  1950,  and  showed  it 
only  by  a  hyphen  mark  on  Exhibit  A-121-A,  and 
in  exhibit  A-121  [5367]  he  didn't  show  it  at  all  on 
a  profit  and  loss  statement.  You  had  to  deduce  it 
by  a  matter  of  addition  and  subtraction. 

The  Court  refused  the  testimony  on  rebuttal  to 
the  testimony  of  Mr.  Taylor  by  Mr.  Egeness,  and 
that  rebuttal  testimony  was  to  meet  the  testimony 
of  Mr.  Taylor  specifically  in  regard  to  Einstad  and 
Utgard — Mr.  Egeness — and  it  left  the  testimony  of 
Mr.  Taylor  then  open,  unimpeaehed,  and  the  argu- 
ment was  therefore  made  on  Mr.  Taylor's  behalf  by 
Mr.  LeSourd  as  to  the  Einstad  and  Utgard  situa- 
tion, and  the  Egeness  situation  in  the  purchase  and 
sale  and  the  salary  checks  and  payment  of  taxes. 

The  Court  refused  the  testimony  on  rebuttal  of 
Mr.  Ellis,  the  credit  manager,  of  Peoples  National 
Bank,  of  Mr.  Strack  and  Mr.  Donaldson,  as  to  the 
purpose  and  effect  of  a  financial  statement,  what 
the  credit  department  desired,  and  what  was  repre- 
sented to  them,  leaving  the  testimony  of  Mr.  Taylor 
unimpeaehed,  as  to  what  the  credit  department 
wanted,  and  the  purpose  of  making  of  credit  profit 
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and  loss  balance  sheds  Cor  the  credil  at  a  bank, 
which  was  used  and  unimpeached,  Mr.  Tayl 
testimony  standing  alone  in  thai  particular.  Mr. 
Egeness's  testimony  also  going  to  the  matter  of 
bonus  payments,  and  Mr.  [5368]  LeSourd  argued 
to  the  Jury  that  the  $10,000  was  properly  allocated, 
when  the  rebuttal  testimony  of  Mr.  Egeness  would 
show  that  the  bonus  payments  were  limited  to  those 
on  the  statement  and  there  was  a  differential  of 
between  seventy-five  hundred  and  eight  thousand 
dollars,  however,  leaving  Mr.  Taylor's  coimsel  free 
to  argue  that  the  ten  thousand  dollars  was  properly 
allocated  under  the  evidence  of  Mr.  Taylor. 

Will  your  Honor  excuse  me  just  a  moment  '. 
(Whereupon,  there  was  a  brief  pause.) 

Mr.  Griffin:  (Continuing)  The  Court  did  not 
permit  the  testimony  of  Mr.  Egeness  in  impeach- 
ment of  Mr.  Taylor  as  to  Exhibit  A-44,  Mr.  Taylor 
having  testified  that  three  changes  in  that  document 
were  made  by  Mr.  Egeness,  and  the  specific  question 
asked  of  Mr.  Egeness  was  refused  by  the  Court,  and 
we  deem  that  those  matters  were  vital  in  the  defense 
of  Mr.  Forster  as  against  Mr.  Taylor's  claim,  and 
would  affect  the  over-all  defense  of  Mr.  Forster  as 
to  the  Government's  claim. 

I  think  that  completes  it,  if  the  Court  please. 

The  Court :    Any  comment  of  other  conns e]  \ 

Mr.  LeSourd:  We  object,  of  course,  on  [5369] 
the  same  grounds  before,  on  the  grounds  it  was  not 
timely  offered. 

Mr.  Mori  arty:  The  Government  objects  on  the 
same  grounds. 
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The  Court:    Motion  will  be  denied.  [5370] 


***** 


Mr.  Moriarty:  May  it  please  the  Court,  Ladies 
and  Gentlemen  of  the  Jury: 

It  has  been  called  to  my  attention  that  during 
the  argument,  that  I  made  a  statement  that  Mr. 
Griffin  had  cross-examined  Mr.  Eppler  for  a  period 
of  seven  days.  I  wish  to  withdraw  that  statement, 
because  it  is  not  the  fact.  Mr.  Griffin  did  examine 
him  on  parts  of  two  days,  and  completed  his  ex- 
amination, but  Mr.  Eppler  was  here  for  a  given 
number  of  days  and  if  I  may  be  guilty  of  any  mis- 
statement, it  is  by  the  tender  mercies  of  inaccuracy 
of  memory.  I  do  not  intentionally  make  any  mis- 
statement of  fact. 

Mr.  Griffin  in  his  argument  has  accused  me  of 
stating  that  there  were  some  "characters"  who  testi- 
fied, and  my  designation  offended  him.  I  am  afraid 
Mr.  Griffin  has  not  been  in  contact  with  the  dic- 
tionary for  some  time,  for  that  states  an  individual 
possessing  a  combination  of  distinctive  features  of 
high  worth  and  moral  force  and  also  one  of  resolu- 
tion. 

He  also  indicated  we  were  endeavoring  to  convict 
a  rich  man  only  because  he  was  a  rich  man.  [5491] 

The  United  States  Attorney  herewith  serves  no- 
tice on  Mr.  Griffin,  upon  every  individual  in  the 
district,  that  airy  one  who  violates  the  law,  be  he 
rich,  be  he  powerful,  or  high  placed,  is  not  above 
the  law  or  beyond  it. 

We  heard  much  about  the  suggestions  and  the 
gift  of  imagination  that  Mr.  Eppler  and  the  United 
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States  Attorney  possess.  We  were  warned  abort 
the  Police  Stale;  we  wciv  told  in  Mr,  Griffin's  argu- 
ment thai  every  item  of  personal  expen 
charged  to  business  expense  on  the  hooks.  There 
were  many  places  that  those  personal  expenses  were 
found,  in  supplies,  advertising,  planl  expense,  and 
so  on,  and  they  couldnM  be  Hound  unless  somebody 
went  out  looking  for  them,  and  they  weren't  found 
for  many  years  by  a  revenue  agent  and  it  took  about 
six  months  for  their  own  accountants  to  finally  gel 
it  together,  but  a  strange  thing  appeared  in  the 
evidence  and  I  hope  my  memory  serves  me  right, 
that  when  Mr.  Eppler  asked  Mr.  Erickson  for  a  list 
of  those  expenses  when  he  was  under  investigation, 
it  was  promptly  and  quickly  complied  with. 

We  were  told  about  the  two  dollar  Communi 
Fund  check  and  we  were  given  the  five  facets.  The 
Time  Oil  Company  was  explained  by  Mr.  <  I 
[5492]    imagination  as  used  to  prevent  other  oil 
companies  knowing  that  the  Time  Oil  Company  was 
doing  something  unethical.  "We  are  not   into  r. 
in  that,  but  ask  the  Jury  to  consider  how  the  other 
Oil  Companies  could  check  the  books  of  the  i 
quah    Creamery    Company    if    such    had    been    re- 
corded on  the  books  of  the  Issaquah  Creamery  Com- 
pany, and  the  Issaquah  Creamery  Company  would 
not  let  them  check  the  books. 

We  heard  again  and  again  that  every  check  in 
the  journal  was  recorded,  and  every  check  was  in 
the  journal,  but  something  had  been  done  to  detour 
it  to  something  that  wasn't  Mr.  Forster. 

We  heard  about  Account  198  being  available  to 
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Mrs.  Forster,  but  at  the  time  she  wanted  the  Cad- 
illac Automobile,  she  didn't  go  to  198.  She  went 
down  to  Mr.  Erickson  while  Mr.  Forster  was  in 
Switzerland,  and  Mr.  Erickson  graciously  complied 
with  it,  and  if  that  is  not  the  best  evidence  of  a 
plan,  I  don't  know  of  any  other.  "Charge  every- 
thing on  the  books,  but  charge  nothing  to  me." 
Those  were  the  orders,  and  they  were  slavishly  com- 
plied with.  Every  check  was  entered  in  the  journal, 
but  somehow  charged  to  something  else  but  Mr. 
Forster. 

Mr.  Forster  eliminating  his  competitors  and  put- 
ting them  out  of  their  misery  was  confusing  him- 
self [5493]  by  mixing  up  in  account  198  funds  that 
belonged  to  the  Hans  Forster  Transportation  Com- 
pany, the  Issaquah  Creamery  Company,  and  Alpine 
and  Apex. 

Then,  Mr.  Griffin  recited  all  of  the  witnesses  for 
the  Government,  including  Carline  Neukirchen,  and 
he  dramatically  read  to  you  one  instruction  about 
the  selection  of  an  accountant. 

I  ask  you  to  pay  close  attention  to  the  instruc- 
tions of  the  Court  upon  that  feature.  Dramatically 
Mr.  Griffin  made  a  demonstration  about  his  chair, 
and  dogmatically  announced  that  you  couldn't  make 
a  chair  disappear.  Therefore,  minus  inventory  was 
eliminated. 

I  say  to  Mr.  Griffin,  if  you  really  wanted  to  juggle 
books,  you  could  have  a  minus  chair  just  as  easily 
as  you  could  have  minus  cash,  if  that  was  part  of  a 
plan,  to  defraud  the  Government.  Magnificent  words 
were  used  about  taxes  and  military  taxes,  and  Hans 
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Forster  dealing  with  himself,  and  Mrs.  Wi 
caivCully  keeping  the  cash.  Remember  they  had  a 
cute  deal.  Down  in  Seattle  was  where  they  took  it 
in  and  very  carefully,  and  il  was  only  in  the  little 
world  at  Issaquah  thai  it  was  diverted,  and  where 
there  were  two  people  all  the  lime,  every  day,  Sana 
Forster  and  Harold  Erickson.  [5494  | 

Then  Mr.  Griffin  went  into  a   dramatic  chai 
answering  only  one  of  the  questions  thai  I  addre 
in  the  opening  argument,  and  that  was  about   Mr. 
Jones.  Mr.  Griffin  reminds  me  that  Mi-.  Jones  was 
a  witness  subpoenaed  by  the  Government. 

That  did  not  keep  Mr.  Griffin  from  bringing  bad: 
every  witness  that  lie  wanted  to  that  was  sub- 
poenaed by  the  Government,  and  that  explanation 
of  failing  to  call  Mr.  Jones  falls  Hat  on  its  face. 

Then,  in  his  argument,  Mr.  Griffin  began  to  Tay- 
Jorize  the  defense,  and  he  charged  Taylor  with  the 
duties  of  a  memory  expert,  when  we  can  only  charge 
him  with  the  ability  of  a  Houdini. 

It  was  a  Taylor-made  defense.  He  had  proved 
the  Government's  case,  and  then  he  eriticized  that 
Mr.  Gorans  had  not  been  inquired  into  further.  We 
ended  the  Government's  ease  in  chief  on  March 
16,  1954.  We  are  still  in  the  trial  and  we  have  been 
listening  mostly  to  minus  explanations  of  f<  g  i  1 1 
inaccuracies  of  Mr.  Taylor's  bookkeeping  accounts. 
I  want  the  Jury  to  well  remember  that  the  Govern- 
ment bases  its  ease  principally  on  the  items  that 
never  saw  the  books,  on  the  cheeks  that  were  writ- 
ten, falsely  entered  as  business  expense,  and  no  mat- 
ter how  many  internal  safeguards,  or  ho^         eh  the 
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Touche,  [5495]  Niven,  Bailey  and  Smart  account- 
ants could  set  up,  if  somebody  detoured  with  the 
money  they  couldn't  have  any  record  of  it  any  more 
than  Hicks  Taylor  could  have. 

In  the  closing  of  Mr.  Griffin's  argument,  he  closed 
that  session  on  an  afternoon  with  the  explanation 
about  Taylor  and  about  the  barn,  and  that  Taylor 
should  have  known  about  the  barn.  It  was  apparent 
that  Mr.  Griffin  expected  that  Mr.  Taylor — not  Mr. 
Forster — was  expected  to  milk  the  cows,  clean  out 
the  barn,  rent  the  farm,  and  collect  the  rent,  and 
know  everything  about  it,  including  income  tax, 
only  having  been  there  once  at  the  barn  dance. 

Apply  the  same  measure  of  expectation  of  recol- 
lection to  Mr.  Forster.  We  heard  again  a  suggestion 
about  a  Swiss  Cheese  deposit  in  a  sarcastic  way.  I 
am  not  unwilling  to  answer  the  explanation  and 
inquire  of  the  Jury  whether  it  is  not  possible  under 
this  evidence  to  think  that  in  some  parts  of  Switz- 
erland, there  may  be  some  deposits  not  in  rolls  of 
Swiss  Cheese,  but  in  Swiss  deposit  boxes. 

Then  we  heard  of  Erickson's  great  limitations. 
Forster  carries  the  matter  here.  I  am  willing  to 
answer  that  part  of  Mr.  Griffin's  argument.  He 
carried  it  well,  and  he  carried  it  [5496]  withou! 
the  assitance  of  any  books,  and  unless  somebody  was 
watching  him  every  minute,  nobody  could  tell  how 
much  money  he  had  at  any  time.  Mr.  Griffin  said  he 
was  calling  no  names,  and  to  pay  no  attention  to  the 
accountants,  and  Mr.  Gorans,  who  has  remained 
here,  through  the  arguments,  at  sixty  dollars  per 
day,  for  the  sole  purpose  of  giving  Mr.  Griffin  the 
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memorandum  he  carefully  read  with  difficulty    dis- 
traction for  seventy  thousand  dollars  and  a  Blight 

memorandum. 

The  Government  is  charged  with  attempting  to 
aid  Taylor.  I  know  by  this  time  in  this  argument 
that  that  argument  lias  disappeared. 

Mr.  Griffin  then  spoke  about  J  Jill  Alien  .it  Boe- 
ing's who  never  saw  the  books,  but  I  pose  this 
question : 

If  the  bookkeeping  department  at  Boeing's  put 
a  cheek  for  the  sale  of  supposedly  29  cents  on  liill 
Allen's  at  Boeing's,  or  Bill  Street's  at  Frederiek 
&  Nelson's  a  check  for  used  furniture,  we  don't 
think  either  one  would  put  the  check  in  their  per- 
sonal savings  account  and  loan  it  back  to  Frederick 
&  Nelson's  or  Boeing's  at  six  per  cent. 

Mr.  Griffin  suggested  you  take  a  paper  and  pencil 
for  the  proper  showing  of  forty  thousand  and  fifty 
thousand  dollar  shift  from  Issaquah  Creamery 
[5497]  Company  to  the  individual  ownership  of  Al- 
pine Dairy  in  1948  and  1949.  He  has  pointed  out 
that  the  corporate  tax  for  both  years  was  38  percent 
and  on  ninety  thousand,  the  total  for  both  years, 
w7hich  he  admits  the  corporation  did  not  pay. 

He  failed  to  point  out,  however,  that  in  1948  that 
more  than  56,000  was  omitted  from  Alpine,  and  Mr. 
Forster's  personal  tax  returns,  so  that  instead  of 
paying  59  percent  or  21  percent  more  tax  on  the 
fifty  thousand  dollars,  he  didn't  pay  a  cent  on  it, 
either  personally  or  in  the  form  of  corporate  tax, 
and  that  in  1949,  the  evidence  shows  that  more  than 
$79,000  was  omitted   from  Mr.   Forster's 
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tax  returns,  so  that  instead  of  paying  65  percent  or 
27  percent  more  on  the  forty  thousand  dollars,  he 
didn't  pay  a  cent  on  that  tax,  either,  and  that  ac- 
tually the  full  ninety  thousand  dollars  was  taxable 
to  the  corporation  as  well  as  taxable  to  Hans  For- 
ster personally  and  neither  paid  one  penny  on  it. 

To  keep  within  the  limitations  of  my  time,  I 
leave  Mr.  Griffin's  argument  for  the  moment. 

Mr.  Keesling  in  his  defense  of  Mr.  Erickson  has 
adopted  a  rather  unique  approach,  and  I  said  in 
my  opening  that  he  had  taken  Mr.  Griffin's  advice 
and  he  was  pounding  the  other  lawyer.  So,  if  my 
[5498]  memory  serves  me  correctly,  Mr.  Keesling 
described  to  you  the  reasons  why  these  people  could 
not  be  tax  evaders. 

I  will  try  to  recall  them. 

(1)  There  must  be  an  intentional  failure  to  main- 
tain any  financial  records  whatever. 

(2)  That  the  tax  evader  must  have  frequently 
visited  safety  deposit  boxes  at  least  under  an  as- 
sumed name. 

(3)  The  tax  evader  must  deal  in  large  sums  of 
currency,  never  in  checks. 

(4)  The  tax  evader  must  purchase  property  un- 
der assumed  names. 

(5)  The  tax  evader  must  be  a  racketeer. 

(6)  The  tax  evader  must  not  be  able  to  pay  the 
taxes  when  apprehended.  He  must  have  lost  the 
money  at  the  race  track  or  by  some  other  means. 
Mr.  Keesling  has  been  reading  too  many  detective 
stories.  What  he  described  to  you  is  not  the  defense 
of  tax  evasion  as  described  in  the  Code,  but  the 
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perfect  crime  of  tax  evasion.  !!<■  tells  you,  in  effect, 
that  a  crime,  in  order  to  [5499]  be  a  crime,  must  be 
a  perfect  crime. 

Now,  the  Courl  will  instrud  you  concerning  the 

elements  of  the  crime  of  tax  evasion,  i  n  1  in  .ill  i 
jteference  to  Mr.  Keesling,  I  am  confident  i 

Court's  charge  will  net  include  .-my  of  1!<<-  elements 
mentioned  by  Mr.  Keesling. 

However,  for  a  moment,  J  would  like  to  disci 
these  elements  and  see  whether  they  might  be  ap- 
plicable to  this  ease  in  view  of  the  question  asked 
me  whether  it  is  possible  to  explain  why  the  Gov- 
ernment's proof  fails  to  measure  up  to  Mr.  Kees- 
Hng's  specifications. 

First,  Mr.  Keesling  says  there  must  be  an  in- 
tentional failure  to  maintain  any  records.  T  must 
eon  less  there  are  records  in  this  case.  However,  at- 
tached to  Exhibit  238,  is  a  list  of  over  $100,000  of 
business  receipts  received  by  the  Issaquah  Crean 
Company  and  not  recorded  on  the  books  of  that  cor- 
poration that  are  in  evidence.  There  are  other  en- 
tries concerning  these  receipts  in  the  books  of  the 
corporation.  There  is  evidence  that  Hans  Porster 
conducted  large  scale  business  known  as  the  Daisy 
lee  Cream  Company.  Few,  if  any,  records  of  this 
corporation  have  been  Found.  Therefore,  I  submit, 
at  least  we  have  partially  satisfied  [5500]  the  first 
of  Mr.  Keesling's  requirements. 

Second,  Mr.  Keesling  tells  us  that  there  must  be 
a  frequently  visited  safety  deposit  box  rented  under 
an  assumed  name. 

Now,  there  are  many  banks  in  the  State  of  TVash- 
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ington.  There  are  many  more  banks  in  the  United 
States,  and  there  are  banks,  in  fact,  in  foreign 
countries.  It  is  probable  that  there  are  considerable 
numbers  of  banks  even  in  the  small  country  of 
Switzerland.  There  are  also  assumed  names  without 
end  which  a  person  might  use.  There  may  be  sev- 
eral safety  deposit  boxes  kept  under  assumed  names 
in  this  case,  but  the  Government  must  admit  that  if 
there  are,  we  have  been  unable  to  locate  them,  so 
I  guess  we  must  admit  failure  to  satisfy  Mr.  Kees- 
ling's  second  requirement. 

Third,  Mr.  Keesling  suggests  that  there  must  be 
use  of  large  sums  of  currency.  If  you  will  examine 
198,  you  will  find  many  thousands  of  dollars  of 
currency  deposited  in  that  account.  You  will  recall 
the  testimony  of  Caroline  Neukirchen  of  the  cur- 
rency collected  from  the  drivers,  and  Mr.  Green's 
Time  Oil  payments,  were  made  in  currency,  so  that 
I  believe  we  can  satisfy  Mr.  Keesling's  requirements 
on  that  part.  [5501] 

Fourth,  there  must  be  purchase  of  property 
under  an  assumed  name.  Presumably  a  person  who 
has  no  desire  to  own  property  could  not  qualify 
as  a  tax  evader.  As  in  the  case  of  safety  deposit 
boxes  under  assumed  names,  the  Government  must 
confess  its  inability  to  locate  property  which  Hans 
Forster  acquired  under  assumed  names. 

This  does  not,  of  course,  mean  that  such  prop- 
erty does  not  exist. 

However,  we  have  located  and  have  put  in  evi- 
dence $300  a  month  paid  to  Mary  Finstad  on  Hans 
Forster's  account  which  was  carried  on  the  books 
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of  Finstad  and  CTtgard  under  the  name  of  Verne 
Egeness.  We  have  sums  of  money  paid  to  Sana 
Forster  from  the  Renton  Cce  and  [ce  Cream  Com- 
pany carried  under  the  names  of  Maizie  Basket! 
and  K.  L.  Schneider.  We  have  sums  of  money  paid 
to  Mr.  Forster  by  Simonsor  and  Forster,  carried 
i  under  the  name  "equipment"  but  I  do  not  suppose 
these  facts  satisfy  Mr.  Keesling's  requirements. 

Mr.  Keesling  says  thai  the  taxpayer  must  be  a 
racketeer.  What  constitutes  a  racketeer  depends 
upon  one's  definition  of  the  term.  It  is  wh.i1  racket 
one  is  in.  I  do  not  believe  we  could  call  Mr.  For- 
ster a  racketeer.  Unfortunately,  there  are  not  [  5502  ] 
enough  racketeers  in  America  to  support  the  Gov- 
ernment by  taxes.  Moreover,  as  I  have  read  the 
newspapers,  and  I  have,  the  racketeers  are  very 
poor  taxpayers,  so  the  Government  has  found  it 
necessary  to  collect  taxes  from  people  other  than 
racketeers. 

Sixth,  Mr.  Keesling  tells  you  that  m  order  to 
qualify  as  a  tax  evader,  a  person  must  be  able  i" 
pay  the  proper  amount  of  taxes  due  when  the  fraud 
is  discovered.  This  would  make  the  Court  and  Jury 
some  sort  of  a  collection  agency.  All  an  individual 
would  have  to  do  when  discovered  in  wrongdoing 
would  be  to  say  "I  will  pay  up".  Presumably  the 
individual  who  robs  a  bank  and  being  captu 
could  be  completely  exonerated  by  offering  to  re- 
turn the  funds  which  he  has  stolen  from  the  bank, 
— and  these  funds  were  stolen  from  your  Govern- 
ment. Such  is  not  the  law. 

The  Court  will  tell  you  that  this  is  a   criminal 
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case,  and  whether  Mr.  Forster  has  paid  or  will  pay, 
or  can  pay,  taxes  due  in  this  case  is  no  concern  to 
the  Jury.  The  people  who  can  pay  their  tax  liabil- 
ities when  discovered,  and  the  people  who  for  vari- 
ous reasons  find  it  impossible  to  pay  these  taxes, 
stand  on  exactly  the  same  footing. 

Mr.  Keesling  has  told  you  that  Mr.  Keesling  made 
out  checks  in  question  in  accordance  with  the  bills 
received  and  determined  the  account,  whether  the 
[5503]  check  should  be  drawn  on  the  Alpine  or  the 
Issaquah  account. 

Now,  I  ask  you  for  a  complete  answer  to  that 
statement  to  look  at  Exhibit  64,  the  cancelled  checks 
in  the  amount  of  $5,744.22,  payable  to  the  Puget 
Sound  Products  Company  in  payment,  if  we  are 
to  believe  the  books,  for  the  purchase  of  butter. 
Examine  these  exhibits  and  you  will  find  no  bill 
from  the  Puget  Sound  Products  Company.  You 
will  perhaps  recall  the  testimony  of  Mr.  Goss,  the 
vice-president  of  the  company.  Mr.  Goss  told  you 
that  the  Puget  Sound  Products  Company  did  not 
sell  butter,  that  he  had  never  received  a  check,  and 
that  the  endorsement  on  the  back  he  couldn't  rec- 
ognize, and  the  Issaquah  Creamery  Company  never 
owed  Puget  Sound  Products  Company  any  money. 
That  is  what  Mr.  Erickson  did  on  one  cold  occasion 
of  handing  to  198  $5,744.22  of  taxfree  money  and 
a  deduction  on  top  of  it. 

Mr.  Keesling  has  commented  at  some  length  that 
neither  Harold  Erickson  nor  L.  Hicks  Taylor  would 
state  he  did  what  he  did  because  Forster  directed 
him  to  do  it.  He  tells  us  that  if  they  had  willingly 
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made  that  statement,  they  would  have  been  com- 
pletely exculpated  from  wrongdoing.  The  fad  is 
that  had  either  'Taylor  or  Erickson  made  such  a 
statement,  it  [5504]  would  have  been  tantamount  to 
admitting  they  were  guilty  of  aiding  and  abetting 
Hans  Forster  in  his  lax  evasion.  It  would  be  re- 
freshing to  hear  such  a  frank  statemenl  from  the 
witness  stand,  but  human  nature  being  what  it  is, 
we  do  not  find  defendants  in  criminal  eases  enter- 
big  pleas  of  "not  guilty"  and  then  taking  the  wit- 
ness stand  and  then  confessing  their  guilt. 

Mr.  Kessling,  in  great  oratory,  reminded  ua  that 
Hie  Hammer  and  Sickle  is  not  flying  over  the  court- 
bouse  yet.  I  daresay  such  a  reminder  was  necessary. 
I  suspect,  if  Mr.  Forster  and  people  who  assii 
him,  had  been  accused  by  the  Government  of  Soviet 
Russia  of  not  bearing  their  fair  share  of  the  Gov- 
ernment's effort,  particularly  during  the  war  y< 
a  four  months'  trial  before  a  jury  would  not  have 
been  required  to  dispose  of  the  matter. 

The  matter  would  have  been  disposed  of  very 
briefly  and  the  defendants  would  have  enjoyed  none 
of  the  rights  which  have  been  observed  in  this 
courtroom. 

However,  for  the  fact  that  the  Hammer  and  s 
k!e  is  not  flying  over  the  courthouse,  we  are  in  no 
ways  indebted  to  the  principal  defendants;  in  <• 
that   we   may  all  continue  to   enjoy   the   rights 
freedom  which  the   defendants  have   enjoyed,   we 
must    [5505]    maintain   a    strong   national   defense. 
and  that  requires  large  sums  of  money  and  unfor- 
tunately, there  is  no  way  to  raise  this  money  ex- 
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cept  by  taxes — taxes — taxes.  Taxes  are  the  lif  eblood 
of  your  national  defense,  and  unless  we  want  to 
have  another  flag  flying  over  this  Country,  we  must 
enforce  our  tax  laws. 

Now,  as  I  approach  my  conclusion  in  this  mat- 
ter, I  have  boiled  down  in  a  few  pages  what  I  think 
the  evidence  shows  over  all  with  all  the  contribu- 
tions that  have  come  from  the  unwilling  lips  of 
the  witnesses,  from  the  lips  of  defendants,  and 
from  the  records  in  the  four  months  almost  that 
you  have  spent  here. 

The  planning  Forster  had  the  plan  to  expand, 
gain  more  business,  and  from  each,  get  income  con- 
cealed for  taxes.  First,  you  have  an  Egeness.  He 
gets  his  profit — his  salary — and  no  objection  is  made 
by  him  of  taking  a  part  in  the  concealed  kickback. 
Where  you  have  a  Schneider,  he  gets  his,  and  the 
kickback  through  a  concealed  plan  to  Forster  via 
not  only  endorsed  checks  but  then  to  make  it  more 
perfect,  by  cashier's  checks  at  another  bank.  And 
Taylor  supervised  all  these  affairs,  plus  additional 
changes  of  inventory  at  Finstad  and  Utgard  and 
[5506]  at  Renton.  Where  you  have  an  honest  Keck 
at  Apex,  the  money  is  removed  through  legitimate 
checks,  sidetracked  at  Issaquah  by  Erickson  and 
Forster  to  account  198.  Where  you  have  an  honest 
Wilcox  at  Alpine,  the  company  removed,  through 
fictitious  expenses  and  diverted  checks  at  the  Issa- 
quah Creamery  by  Erickson  and  Forster  to  account 
198.  Where  you  have  an  Erickson  you  do  all  these 
things,  divert  checks,  fictitious  expenses,  hold  out 
sales  cash  and  checks,  have  the  alterations  of  the 
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books  and  records.  And,  where  you  have  a  Taylor, 

you  have  an  overseer  field  general  and  the  super- 
visor of  all  these  operations.  And,  where  you  have 
a  Forster,  you  have  an  empire  builder  and  fax- 
evader  expanding  through    scheme   after    scheme, 

acquiring  business  after  business,  putting  competi- 
tor after  competitor  out  of  misery,  profiting  in 
every  venture  he  entered  by  concealing  from  the 

authorities  of  his  adopted  Country  taxes  due  and 
owing  from  these  profits. 

Was  there  an  attempt  to  conceal?  Look  there  for 
this  consistent  pattern  in  the  several  companies  com- 
prising the  Forster  empire — Simonson  and  For- 
ster, Incorporated,  Hans  Forster  received  a  salary 
of  $100  a  month  for  in  excess  of  two  years,  and 
I  wish  to  adopt  Mr.  LeSourd's  statement.  The 
[5507]  checks  were  not  charged  on  the  books  to 
salary,  but  were  by  some  strange  coincidence 
charged  to  general  expenses  without  any  Avith hold- 
ing tax  being  deducted  from  Forster's  salary, 
no  withholding  or  wage  statement  being  furnished 
to  the  Government. 

Finstad  and  Utgard  monthly  payments  of  $300 
per  month  were  made  to  Mrs.  Finstad  by  Finstad 
and  Utgard  check.  These  payments  were  made  on 
behalf  of  Hans  Forster.  The  books  show  these  pay- 
ments as  charged  to  Egeness  with  no  records  com- 
menting or  indication  of  any  kind  that  these  pay- 
ments were  made  on  behalf  of  Forster  to  pay  for 
the  Finstad  and  Utgard  stock.  Of  course,  the  Gov- 
ernment was  not,  by  some  strange  coincidence,  in- 
formed of  these  payments,  and  was  able  to  learn 
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of  it  only  after  an  extensive  investigation  was  begun 
and  commenced  with  the  Forster  enterprises. 

The  Renton  Ice  and  Ice  Cream  Company  —  in 
some  ways,  this  commands  a  grudging  analysis.  It 
was  this  company  that  near  perfection  was  reached. 
In  this  instance,  there  was  an  agreed  three-way 
split  of  Forster's  salary  between  Baskett,  Schneider 
and  Forster.  But,  how  were  the  salaries  shown  on 
the  books  ?  As  salary  only  to  Baskett  and  Schneider. 
In  fact,  the  plan  went  so  far  to  even  eliminate 
the  [5508]  name  of  Forster  on  the  checks  paid  to 
him. 

These  checks  were  in  some  instances  issued  in 
the  names  of  Baskett  and  Schneider,  and  endorsed 
over  to  Forster.  In  another  instance,  not  even  com- 
pany checks  were  issued,  but  bank's  cashier's  checks 
were  purchased  and  forwarded  to  Forster  to  com- 
pletely hide  and  conceal  Forster's  name  and  the 
fact  that  he  was  receiving  income  from  this  com- 
pany. Here  was  the  supreme  effort  and  attempt  to 
conceal. 

Alpine  Dairy,  and  the  Issaquah  Creamery  Com- 
pany: On  the  Alpine  Dairy  books,  you  have  been 
shown  check  after  check  written  for  Forster's  per- 
sonal expenses,  and  charged  on  the  books  as  busi- 
ness expense.  No  mention  was  made,  no  notation 
was  shown  on  the  books  that  these  were  Hans  For- 
ster's personal  expenses.  Erickson  has  attempted 
to  explain  that  he  gave  it  no  thought.  Special  A  gout 
Eppler  testified  that  the  person  looking  at  the  check 
register,  or  even  the  checks,  or  the  check  stubs, 
would  not  be  able  to  tell  whether  a  check  had  been 
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issued  for  persona]  expenses,  and  under  normal  cir- 
eumstances,  who  would  be  expected  to  question  and 
examine  hundreds  of  the  checks  issued  by  this  com- 
pany with  the  specific  purpose  of  finding  personal 
checks  charged  to  business. 
The   veiy  same  pattern   of  concealing  personal 

[5509]   expenses  was  devised  and  used  on  the    I 
quah   Creamery  Company's  books.   In   addition,   a 
much  greater  concealment  was  perpetrated   in  the 
form  of  the  diverted  Issaquah  sale--  receipts.  There 

was  another  masterful  stroke,  or  at  least,  it  was 
thought  to  be;  here  were  sales  receipts  not  recorded 
on  the  books.  What  better  way  could  there  be  to 
conceal  something  than  to  have  no  record  at  all  of 
the  receipts'? 

But,  the  grand  plan  went  even  further  to  the 
point  of  destroying  the  invoices  and  the  bills  which 
might  leave  a  trail  of  cash  sales.  The  only  thing 
that  was  forgotten  in  this  grand  plan  of  conceal- 
ment for  tax  evasion  was  what  to  do  to  hide  ac- 
count 198? 

Here  was  the  one  thing  they  couldn't  conceal, 
destroy,  or  throw  away,  and  still  reap  the  harv<  -1 
or  the  benefits  of  tax  evasion,  and  certainly  this 
account  198  is  the  one  thing  standing  alone,  now 
fully  exposed,  that  spotlights  and  completely  illumi- 
nates their  attempt  to  avoid  taxes. 

I  have  not  referred  to  an  exhibit  but  to  direct 
your  attention  to  an  exhibit  there  is  an  exhibit  that 
was  placed  in  evidence  that  is  most  important  in 
my  opinion  in  your  deliberation  for  what  [5510] 
is  not  on  it,  rather  than  what  is  on  it.  This  Exhibit, 
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A-142,  was  put  into  evidence  during  the  side  show 
about  the  Kachlein  episode,  in  which  we  have  at  all 
times  and  do  now  disavow  any  connection  with  and 
have  no  part  in,  but  it  came  in  at  that  time,  and, 
as  you  recall,  it  was  a  document  that  was  prepared 
on  behalf  of  Mr.  Taylor  by  Mr.  Kachlein  when  Mr. 
Kachlein  was  subject  to  investigation  by  the  United 
States  Probation  Officer. 

Bear  in  mind,  Ladies  and  Gentlemen  of  the  Jury, 
when  you  look  for  the  omitted  name  on  this  docu- 
ment  

The  Court  (Interposing) :  Mr.  Moriarty,  you 
mean  Mr.  Taylor? 

Mr.  Moriarty:  Excuse  me.  Didn't  I  say  Taylor? 
Bear  in  mind,  when  you  look  for  the  omitted  name 
on  this  document  of  Mr.  Taylor's,  that  Mr.  Tay- 
lor's request  or  motion  for  leniency  was  that  he 
had  been  working  16  to  18  hours  a  day,  and  had 
been  neglectful  of  his  own  personal  affairs.  He  was 
then  in  command  of  the  Forster  enterprises,  and 
the  Forster  enterprises  were  the  people  who  were 
keeping  him  working  16  to  18  hours  a  day,  his 
largest  account. 

The  man  who  could  explain  to  the  Probation 
Officer  more  fully  than  any  other  individual  was 
[5511]  Hans  Forster,  and  yet  you  can  take  this 
document,  read  it  through,  and  while  it  lists  the 
names  of  various  people  over  two  pages,  I  think 
approximately  ten  names,  the  name  of  Hans  For- 
ster is  peculiarly  missing. 

Mr.  LeSourd:  Mr.  Moriarty,  would  you  please 
refer  to  the  first  part  of  this,  where  it  says  that 
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these  names  are  in  addition  to  the  names  previously 
supplied. 

Mr.  Moriarty:     I  didn't  know  that. 

Mr.  LeSourd:  J  wish  you  would  correct  thai  be- 
fore the  Jury. 

Mr.  Moriarty:    I  have  never  seen  this  document. 

Mr.  LeSourd:  It  is  in  thai  Letter.  It  \s  thai 
which  you  have  before  you. 

The  Court:  I  suggest  that  counsel  address  the 
Court,  if  you  interrupt  argument. 

Mr.  LeSourd:     I  am  sorry. 

Mr.  Moriarty:  Ladies  and  Gentlemen  of  the 
Jury:  This  case  involves  fraud,  cheating  your  Gov- 
ernment and  mine.  Three  defendants  are  charged. 
The  integrity  of  a  Nation  depends  upon  its  law 
observance.  The  Nations  that  have  disappeared  in 
the  past  have  been  Nations  that  did  not  observe 
their  laws  and  law  observance;  and  the  taxes  of  tin- 
Government  are  things  that  are  the  sinews  of  the 
Government,  that  [5512]  make  it  possible  for  these 
institutions,  the  Courts  and  the  Juries,  to  function. 

We  have  heard  about  the  Little  World  at  Issa- 
quak  that  went  shattering  to  ashes. 

I  am  reminded  that  if  one  million  dollars  in  taxes 
had  been  paid  by  Hans  Forster,  on  account  of  his 
understatement  of  taxes,  there  will  remain  in  the 
Little  World  at  Issaquah  another  million  dollars 
and  a  half  if  two  million  six  hundred  thousand  dol- 
lars was  paid  for  the  Forster  enterprises  without 
account  198  and  without  the  Cadillac,  the  barns 
and  the  houses. 

We  have  heard  of  this  Little  World  at  Issaquah, 
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and  we  have  heard  of  the  book,  "The  Little  World" 
and  I  would  like  at  this  time  to  indulge  in  some 
matchless  prose  that  Edwin  Markham  wrote: 
"Yet  all  the  while,  in  secret,  without  sound; 
"The  fat  worm  gnawed  the  timbers  underground. 
"The  twister  worm  whose  epoch  is  an  hour 
"Caverned  its  way  into  the  mighty  tower 
"And  suddenly  it  swayed,  it  shook,  it  broke 
"And  fell  in  darkening  thunder  at  one    [5513] 
stroke. 

"The  tall  shaft,  with  an  angel  on  the  crown, 
"Fell  ruining — a  thousand  years  went  down. 
"And  so  I  fear,  my  Country,  not  the  hand 
"That  shall  hurl  might  and  whirlwind  on  the  land. 
"I  fear  not  Titan  traitors  that  shall  rise 
"To  stride  like  broken  shadows  on  our  skies. 
"I  fear  the  vermin  that  shall  undermine 
"Senate  and  school  and  citadel  and  shrine; 
"The  worm  of  fraud,  the  fatted  worm  of  ease 
"And  all  the  crawling  progeny  of  these. 
"I   fear  the   vermin   that   shall  honeycomb   the 
towers 

"And  walls  of  State  in  unsuspecting  hours." 
I  now  close.  I  have  no  doubt  that  you  have  been 
moved  by  the  arguments  of  Counsel.  They  are  men 
of  many  talents.  They  have  been  brought  here  to 
sway  you  to  their  way  of  thought.  My  only  sworn 
duty  is  to  see  that  Justice  is  done.  I  want  [5514] 
no  conviction  for  personal  reasons.  I  would  be  false 
to  the  trust  given  to  me  by  the  President  of  the 
United  States  if  I  did.  This  is  vour  Government,  the 


United  Slates  of  America  2645 

Buture  of  your  America,  the  heritage  of  you  and 
your  children. 
I  have  endeavored  <<>  analyze  the  evidence  and 

testimony  to  show  deliberate  evasion,  expertly  con- 
ceived, and  cleverly  accomplished,  and  wilfully  done 

l»y  cadi  of  the  defendants  and  it  has  been  clearly 
shown.  It  is  my  humble  opinion  thai  Han-  Forster 
did  not  want  to  pay  taxes  on  any  income  which  he 
could  hide,  and  that  his  wish  was  carried  out  by 
his  aides  to  accomplish  only  one  thing  —  saving 
money  for  him  and  leaving  to  others  the  burden 
of  Government  in  the  defense  of  its  Constitution. 

If  you  believe  that  was  innocently  done,  you 
should  acquit  the  defendants;  but,  if  you  consider 
acquitting  Mr.  Forster,  then  don't  humiliate  the 
Government  by  convicting  the  other  defendants. 

You  are  the  conscience  of  this  District.  Before 

I  you   commit  yourselves  to  a  verdict,   analyze   for 

yourselves  the  evidence.  It  is  not  for  you  to  find 

ways  to  avoid  a  duty,  even  though  that  duty,  like 

mine,  is  not  pleasant. 

I  ask  you  to  do  your  duty  to  the  Government 
[5515]  and  to  these  Defendants  under  the  Court's 
instructions. 

Last  January,  you  were  sworn  to  well  and  truly 
try  this  case.  Today,  you  are  asked  to  dischi 
that  oath. 

I  wish  only  a  true  verdict,  and  I  ask  The  Eternal 
God  to  guide  you  and  your  judgment  that  it  will 
be  a  true  verdict,  So  Help  You  God. 
*****  [5516] 

The  Court:    Members  of  the  Jury: 
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You  have  now  heard  the  evidence  in  this  case 
and  the  argument.  It  becomes  the  duty  of  the  Court 
to  instruct  you  as  to  the  law  governing  the  case. 
It  is  your  duty,  as  jurors,  to  follow  the  law  as 
stated  in  the  instructions  of  the  Court  and  to  apply 
the  law  so  given  to  the  facts  as  you  find  them  from 
the  evidence  before  you.  You  are  not  to  single  out 
but  one  instruction  alone  as  stating  the  law,  but 
must  consider  the  instructions  as  a  whole. 

And  regardless  of  any  opinion  you  may  have  as 
to  what  the  law  ought  to  be,  it  would  be  a  violation 
of  your  sworn  duty  to  base  a  verdict  upon  [5521] 
any  other  view  of  the  law  than  that  stated  in  the 
instructions  of  the  Court.  These  instructions  will 
not  be  given  to  you  and  under  the  procedure  fol- 
lowed in  the  Federal  Court  it  will  be  incumbent 
upon  you  to  listen  attentively  and  retain  insofar  as 
possible  from  the  Court's  statement  of  the  instruc- 
tions the  law  as  contained  therein. 

Unless  otherwise  indicated,  each  instruction  given, 
that  is,  each  particular  subject  as  covered  by  the 
instructions  should  be  considered  by  you  as  refer- 
ring separately  and  individually  to  each  defendant 
here  on  trial,  unless  specifically  otherwise  indicated. 

You  have  been  chosen  and  sworn  as  jurors  in  this 
case  to  try  the  issues  of  fact  presented  by  the  alle- 
gations of  the  Indictment  and  the  denial  made  by 
the  pleas — in  this  case,  not  guilty — of  the  accused. 
And  in  so  doing  you  are  to  discharge  a  function 
requiring  the  highest  standards  of  impartiality. 
You  are  to  perform  this  duty  without  bias  or  prej- 
udice as  to  any  party.  The  law  does  not  permit 
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jurors  to  be  governed  by  sympathy,  prejudice,  or 
public  opinion.  The  accused  and  the  Government 
and  [5522]  the  public  all  expect  thai  you  will  care- 
fully and  impartially  consider  all  the  evidence,  fol- 
low the  law  as  stated  by  the  Courl  m  these  instruc- 
tions and  reach  a  just  verdict. 

An  Indictment  is  but  a  formal  method  of  accus- 
ing a  defendant  of  a  crime.  It  is  not  evidence  of 
any  kind  against  the  accused,  and  docs  not  create 
any  presumption  or  permit  any  inference  of  guilt. 

Rather,  the  law  presumes  every  defendant  to  be 
innocent  until  he  is  proven  guilty  by  the  evidence 
beyond  a  reasonable  doubt.  This  presumption  is  not 
a  mere  matter  of  form  but  is  a  substantial  right  of 
eveiy  defendant  and  this  presumption  continues 
throughout  the  entire  trial  and  until  such  time  as 
you  have  found  that  it  has  been  overcome  by  the 
evidence  beyond  a  reasonable  doubt.  Thus,  a  de- 
fendant, although  accused,  begins  the  trial  with  no 
evidence  against  him.  And  the  law  permits  nothing 
but  legal  evidence  presented  before  the  jury  to  be 
considered  in  support  of  the  charge  against  him. 
So  the  presumption  of  innocence  alone  is  sufficient 
to  acquit  a  defendant,  unless  the  jurors  are  satis- 
fied beyond  a  reasonable  doubt  of  the  defendant's 
guilt  from  all  the  evidence  [5523]  in  the  care. 

A  reasonable  doubt  is  a  fair  doubt  based  upon 
reason  and  common  sense  and  arising  from  the  state 
of  the  evidence. 

A  reasonable  doubt  exists  in  any  case  when,  after 
the  careful  and  impartial  consideration  of  all  the 
evidence,   the   jurors   do   not    feel    convii       '    to    a 
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moral  certainty  that  a  defendant  is  guilty  of  the 
charge. 

A  reasonable  doubt  may  arise  not  only  from  the 
evidence  produced,  but  also  from  a  lack  of  evidence. 
Since  the  burden  is  upon  the  prosecution  to  prove 
the  accused  guilty  beyond  a  reasonable  doubt  of 
every  essential  element  of  the  crime  charged,  a  de- 
fendant has  the  right  to  rely  upon  a  failure  of  the 
prosecution  to  establish  such  proof.  A  defendant 
may  also  rely  upon  evidence  brought  out  on  cross- 
examination  of  a  witness  for  the  prosecution.  The 
law  does  not  impose  upon  a  defendant  the  duty  of 
producing  any  evidence. 

You  are  further  instructed,  however,  that  proof 
beyond  a  reasonable  doubt  does  not  mean  that  the 
evidence  shall  establish  the  guilt  of  a  defendant  be- 
yond all  possible  doubt.  It  is  rarely  possible  to  prove 
anything  to  an  absolute  certainty.  [5524]  The  law 
does  not  require  absolute  certainty  of  guilt  before 
there  can  be  a  verdict  of  guilty  at  your  hands. 

You  must  use  your  common  sense  as  men  and 
women  possessing  some  knowledge  of  the  ways  of 
life,  and  if,  after  examining  carefully  all  of  the 
facts  and  circumstances  established  by  the  evidence 
in  this  case  and  then  if  you  can  feel  and  say  that 
you  have  a  settled  and  abiding  conviction  of  the 
guilt  of  a  defendant  then  you  are  satisfied  beyond 
a  reasonable  doubt. 

Proof  beyond  a  reasonable  doubt  is  established 
if  the  evidence  is  such  as  you  would  be  willing  to 
rely  and  act  urjon  in  the  most  important  of  your 
own  affairs. 
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There  arc  two  types  of  evidence  from  which  a 
Jury  may  properly  find  a  defendant  gii 
Offense,  or,  on  the  other  hand,  innocent.  One  La  di- 
rect evidence— such  as  the  testimony  of  an  eye  wit- 
ness. The  other  is  circumstantial  evidence  the 
proof  of  a  chain  of  circumstances  pointing  to  the 
eo  nmission  of  the  offense. 

As  a  genera]  rule,  the  law  makes  n<>  distinction 
between  direct  and  circumstantial  evidence,  [5525] 
but  simply  requires  that,  before  convicting  a  de- 
fendant, the  jury  be  satisfied  of  the  defendants' 
guilt  beyond  a  reasonable  doubt  from  all  the  evi- 
dence in  the  case. 

In  order  to  justify  a  verdict  of  guilty  based  in 
whole  or  in  part  upon  circumstantial  evidence,  the 
facts  in  the  chain  of  eircumsti  shown  by  the 

evidence  must  be  consistent  with  the  guilt  of  the 
accused  and  inconsistent  with  K'.'rvy  reasonable  sup- 
position of  innocence. 

If  the  facts  and  circumstances  shown  by  the  evi- 
dence are  as  consistent  with  innocence  as  with 
guilt,  the  jury  must  acquit  the  accused. 

Statements  and  arguments  of  counsel  are  not 
evidence  in  the  case,  unless  made  as  an  admission 
or  stipulation  of  fact.  When  counsel  for  the  Gov- 
ernment on  the  one  hand  and  counsel  for  one  or 
more  of  the  defendants  on  the  other  stipulate  or 
agree  to  the  existence  of  a  fact,  the  jury  must  ac- 
cept the  stipulation  as  evidence  and  r 
as  conclusively  proved  as  between  or  among  the 
parties  to  the  stipulation. 

There   is  nothing  peculiarly  different   in    [5526] 
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the  wa}7  a  jury  is  to  consider  the  proof  in  a  criminal 
case  from  that  in  which  all  reasonable  persons  treat 
any  question  depending  upon  the  evidence  presented 
to  them.  You  are  expected  to  use  your  good  sense; 
consider  the  evidence  for  only  those  purposes  for 
which  it  has  been  admitted,  if  limited,  and  give  it  a 
reasonable  and  fair  construction. 

Bear  in  mind  at  all  times  that  it  would  be  a 
violation  of  your  sworn  duty  to  base  a  verdict  upon 
anything  but  the  evidence  in  this  case. 

If  the  accused  be  proved  guilty,  say  so. 

If  you  find  him  innocent,  say  so.  Remember  at  all 
times  that  a  defendant  must  be  acquitted  if  any 
reasonable  doubt  remains  in  your  minds. 

The  evidence  in  the  case  consists  of  the  sworn 
testimony  of  the  witnesses,  all  exhibits  which  have 
been  received  in  evidence,  all  facts  which  have  been 
admitted  or  stipulated  and  all  applicable  presump- 
tions stated  in  these  instructions.  Any  evidence  as 
to  which  an  objection  was  sustained  by  the  court 
and  any  evidence  ordered  stricken  by  the  court  must 
be  entirely  disregarded. 

You  are  sworn  to  consider  only  the  evidence  in 
the  case.  But  in  your  consideration  of  the  evidence 
you  are  not  limited  to  the  bald  statements  of  the 
[5527]  witnesses.  On  the  contrary,  you  are  per- 
mitted to  draw,  from  facts  which  you  find  to  have 
been  proved,  such  inferences  as  seem  justified  in  the 
light  of  your  experience. 

An  inference  is  a  deduction  or  conclusion  whicij 
reason  and  common  sense  lead  the  jury  to  draw 
from  facts  which  have  been  proved. 
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A  presumption  is  an  Inference  which  the  law  in 
certain  Instances  requires  the  jury  to  make  in  the 
absence  of  convincing  evidence  to  the  contrary.  A 
presumption  continues  in  effecl  until  overcome  or 
outweighed  by  evidence  i<>  the  contrary;  bul  unless 
so  outweighed  the  jury  is  bound  to  find  in  accord* 
ince  with  the  presumption* 

Unless  and  until  outweighed  by  evidence  to  I 
contrary,  the  law   presumes  thai    transactions  be- 
tween persons  have  been  fair  and  regular;  thai  the 

ordinary  course  of  business  has  been  followed:  and 
that  the  law7  has  been  obeyed. 

Yon,  as  jurors,  arc  the  sole  judges  of  the  credibil- 
ity of  the  witnesses  and  the  weight  their  testimony 
deserves.  A  witness  is  presumed  to  speak  [0528] 
the  truth.  But  this  presumption  may  be  outweighed 
by  the  manner  in  which  the  witness  testifies,  by  the 
character  of  the  testimony  given,  or  by  contradict- 
ory evidence.  You  should  carefully  scrutinize  the 
testimony  given,  the  circumstances  under  which 
each  witness  has  testified,  and  every  matter  in  evi- 
dence which  tends  to  indicate  whether  a  witnes 
worthy  of  belief.  Consider  each  witness'  intellig- 
ence, motive  and  state  of  mind,  his  demeanor  and 
manner  while  on  the  stand.  Consider  also  the  rela- 
tion each  witness  may  bear  to  parties  in  tin  case; 
the  manner  in  which  each  witness  mighl  be  affected 
by  the  verdict;  and  the  extent  to  which,  if  at  all, 
each  witness  is  either  supported  or  contradicted  by 
other  evidence. 

A  defendant  is  a  competent  witness  and  las  lesti- 
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mony  is  to  be  judged  in  the  same  manner  as  that  of 
any  other  witness. 

Inconsistencies  or  discrepancies  in  the  testimony 
of  a  witness,  or  between  the  testimony  of  different 
witnesses,  may  or  may  not  cause  the  jury  to  dis- 
credit such  testimony.  Two  or  more  persons  wit- 
nessing an  incident  or  a  transaction  may  see  or  hear 
it  differently;  and  innocent  misrecollection,  [5529] 
like  failure  of  recollection,  is  not  an  uncommon  ex- 
perience. In  weighing  the  effect  of  a  discrepancy, 
consider  whether  it  pertains  to  a  matter  of  import- 
ance or  an  unimportant  detail,  and  whether  the 
discrepancy  results  from  innocent  error  or  willful 
falsehood.  If  you  find  the  presumption  of  truthful- 
ness to  be  outweighed  as  to  any  witness,  you  will 
give  the  testimony  of  that  witness  such  credibility, 
if  any,  as  you  think  it  deserves. 

A  witness  may  be  discredited  or  impeached  by 
contradictory  evidence;  or  by  evidence  that  at  an- 
other time  the  witness  made  statements  inconsistent 
with  the  witness'  present  testimony. 

If  you  believe  any  witness  has  been  impeached 
and  thus  discredited,  it  is  your  exclusive  province 
to  give  the  testimony  of  that  witness  such  credibil- 
ity, if  any,  as  you  may  think  it  deserves. 

If  a  witness  is  shown  knowingly  to  have  testified 
falsely  concerning  any  material  matter,  you  have 
a  right  to  distrust  such  witness'  testimony  in  other 
particulars;  and  you  may  reject  all  the  testimony 
of  that  witness  or  give  it  such  credibility  as  you 
think  it  deserves.  [5530] 

Now,  coming  to  the  Indictment  in  this  case: 
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The  defendants  arc  here  charged  under  as  In- 
flictment  consisting  of  nine  counts  with  a  violation 
of  a  Federal  Statute,  the  applicable  provisions  of 

Which   read  as  follows: 

"Any  person  required  to  collect,  accounl  Cor,  and 
pay  over  any  tax  imposed  *  *  *  who  willfully 
tempts  in  any  manner  to  evade  or  defeal  any  tax 
Imposed  *  *  *  or  the  payment  thereof  *  *  *  shall 
*  *  *  be  guilty  of  a  felony." 

The  first  count  charges  the  defendants  with  wil- 
fully and  knowingly  attempting  to  defeat  and  evade 
a  large  part  of  the  income  tax  due  and  owing  by 
Hans  Forster  for  the  calendar  year  1945  by  filing 
and  causing  to  be  filed  with  the  Collector  of  Internal 
Revenue  at  Tacoma,  a  false  and  fraudulent  income 
tax  return,  when  they  knew  at  the  time  that  the 
net  income  of  Hans  Forster  was  substantially 
greater  than  that  reported. 

Counts  II,  III  and  IV  of  the  Indictment  make 
the  same  charge  as  that  contained  in  Count  I  ex- 
cept that  the  charge  relates  to  the  income  tax  of 
Hans  Forster  for  the  years  1946,  1947  and  1948, 
respectively.  The  charge  contained  in  Count  V  is 
[5531]  similar  to  the  charge  in  the  first  four  counts 
but  relates  to  the  combined  income  tax  of  Hans 
Forster  and  his  wife,  Evelyn  Forster,  for  the  j 
1949. 

As  to  the  remaining  counts,  that  \  Vi, 

VII,  VIII   and   IX,   they  e   the 

Hans  Forster,  L.  Hicks  Taylor  and  Harold  Eri 
son.   (alleging  they  were  President,  Secretary  and 
Office  Manager,  respectively,  of  the  Cssaqual  Or. 
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ery  Co.),  with  willfully  and  knowingly  attempting 
to  defeat  and  evade  a  large  part  of  the  taxes  due 
and  owing  by  the  Issaquah  Creamery  for  the  cal- 
endar years  1946,  1947,  1948  and  1949,  respectively, 
by  filing  and  causing  to  be  filed  with  the  Collector 
of  Internal  Revenue,  at  Tacoma,  Washington,  a 
false  and  fraudulent  tax  return  when  they  knew  at 
the  time  that  the  net  income  of  the  corporation  was 
substantially  greater  than  that  reported. 

I  believe  what  I  have  stated  is  a  sufficient  sum- 
mary of  the  charge  contained  in  the  Indictment 
against  the  defendants. 

Of  course,  the  Indictment  will  be  given  to  you 
in  order  that  you  may  more  fully  understand  the 
various  counts,  and  you  will  be  allowed  to  take 
it  to  the  jury  room  for  your  examination  and  study 
so  that  [5532]  you  can  more  fully  understand  the 
charges  contained  therein.  Let  me  instruct  you 
again,  however,  that  the  Indictment  isn't  evidence 
at  all;  it  is  merely  a  formal  instrument  whereby 
persons  are  charged  and  brought  to  trial.  You 
should  clearly  understand,  therefore,  that  when  the 
Indictment  goes  with  you  to  the  jury  room  it  is  only 
for  the  purpose  of  giving  you  a  better  understand- 
ing as  to  the  nature  of  the  charges  against  the  de- 
fendants. 

Each  defendant  has  entered  a  plea  of  not  guilty 
to  each  and  all  of  the  nine  counts  of  the  Indictment 
and  that  means  that  each  defendant  denies  every 
material  allegation  contained  in  the  Indictment  and 
every  material  allegation  in  each  count  thereof, 
thereby  placing  upon  the  Government  the  burden 
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of  proving  beyond  a    reasonable  douW   every  ma- 
terial allegation  in  the  [ndictment. 

The  essentia]  elements  of  the  crime  or  offi 
charged  in  each  count  of  the  Indictment  are  three: 

(1)  That  there  was  owing  to  the  Government 
more  income  tax  than  that  shown  in  the  return  of 
the  taxpayer  for  the  particular  taxable  year  in  the 
applicable  count  of  the  Indictment;  [5533] 

(2)  That  the  particular  defendant  knew  that 
there  was  owing  more  income  tax  than  that  shown 
in  the  income  tax  returns;  and 

(3)  That  the  particular  defendant  will  fully  at- 
tempted to  evade  or  defeat  part  of  such  tax  by 
filing  or  causing  to  be  filed  a  false  return. 

With  respect  to  the  first  essential  element — 
namely,  that  there  was  owing  to  the  Government 
more  income  tax  than  that  shown  in  the  return  of 
the  taxpayer  for  the  particular  taxable  year  in  the 
applicable  count  of  the  Indictment — as  to  that  first 
element  I  believe  it  proper  at  this  time  for  the 
Court  to  make  some  observation  or  comment  on  the 
evidence  so  far  as  it  relates  to  that  first  essential 
element.  Of  course,  it  is  within  the  province  and  is 
the  right  of  the  jury  to  disregard  entirely  the 
Court's  comments  on  the  evidence.  However,  the  de- 
fendant Forster,  the  taxpayer  involved  in  the 
live  counts  of  the  Indictment,  and  for  practical  pur- 
poses the  sole  owner  of  the  stock  of  the  Issaquah 
Creamery  which  is  the1  taxpayer  involved  in  the 
four  counts  of  the  Indictment,  has,  through  his 
counsel,  Mr.  Griffin,  admitted  from  the  outset  of 
this  trial  that  [5534]  there  was  owin 
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more  income  tax  than  that  shown  in  the  return  of 
the  taxpayer  for  all  the  years  covered  by  each  count 
of  the  Indictment.  The  defendants  Taylor  and 
Erickson,  so  far  as  the  Court  has  been  able  to  de- 
termine from  the  evidence,  do  not  dispute  that  issue. 
In  view  of  this  situation  I  suggest  to  the  jury  that 
you  should  have  little  difficulty  in  determining  from 
the  evidence  that  the  first  essential  element  has  been 
proved  beyond  a  reasonable  doubt  as  to  all  defend- 
ants and  with  respect  to  all  counts. 

In  making  this  observation  I  do  not  infer  in  any 
way  that  all  the  items  of  undisclosed  income  or  all 
items  of  apparent  personal  expense  charged  to  busi- 
ness expense  as  may  appear  in  evidence  are  taxable 
as  contended  by  the  Government.  By  way  of  illus- 
tration, there  has  been  considerable  evidence  ad- 
mitted relative  to  payment  of  salary  by  Finstad  and 
Utgard  to  Mr.  Egeness.  The  Government  contends 
that  a  portion  of  this  salary  was  paid  by  Mr.  Ege- 
ness to  Mrs.  Finstad  for  the  benefit  of  Mr.  Forster 
and  therefore  they  assert  that  it  was  income  of  Mr. 
Forster  for  the  years  during  which  it  was  paid  to 
Mrs.  Finstad.  The  Defendant  Taylor  contends 
otherwise,  or  more  precisely,  as  urged  by  his  counsel, 
that  the  tax  liability  [5535]  as  to  the  item  was  uncer- 
tain during  the  years  involved. 

It  is  the  Court's  view  of  the  evidence  that  the 
taxability  of  this  item  as  well  as  other  dispute! 
items  of  alleged  income  is  immaterial  with  respect 
to  the  first  essential  element  of  the  offense  and  for 
that  purpose  such  items  may  be  eliminated  from 
your  consideration  as  items  of  income,  of  course, 
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provided  you  find  there  is  do  dispute  as  to  the  issue 
that  there  was  owing  substantially  more  income  tax 
than  that  shown  in  the  returns  of  the  taxpayer  for 
all  the  years  involved. 

Now  bear  in  mind  I  make  no  comment  or  observa- 
tion as  to  these  matters  in  evidence  excepl  ;i<  they 
te  to  or  bear  upon  the  first  element  of  the  of- 
fense charged  as  I  have  staled.  What  consideration 
you  are  to  give  the  evidence  as  to  these  items  in  con- 
nection with  the  remaining  two  essential  elemi 
namely,  each  defendant's  knowledge  that  substantial 
tax  was  owing,  and  whether  there  existed  a  willful 
attempt  on  the  part  of  any  or  all  the  defendants  to 
evade  any  of  it,  is  a  matter  left  ex<  lusively  and  en- 
tirely to  your  determination. 

Those  last  two  elements  are  I!;:'  most  importanl 
elements  for  your  determination  in  this  case  [5536] 
and  many  of  the  following  instructions  will  be  de- 
voted to  clarifying  to  the  best  of  my  ability  what 
the  willfulness  and  knowledge  as  required  in 
case  is  or  must  be. 

You  must  consider  each  count  separately  and  also 
you  must  consider  each  defendant  separately  with 
regard  to  each  and  every  count.  If,  as  to  a  particu- 
lar defendant,  you  find  that  all  the  elements  have 
been  established  beyond  a  reasonable  doubt  as  to  a 
particular  count  you  should  find  that  defendant 
guilty  as  to  that  count.  On  the  other  hand,  if  you 
have  any  reasonable  doubt  as  to  any  one  of  tl 
three  elements  you  should  acquit  the  particular  de- 
fendant concerned  as  to  such  count. 

The  gist  of  the  offense  charged  in  the  Indictment 


2658  Hans  Forster  vs. 

is  willful  attempt  to  evade  or  defeat  the  income  tax 
imposed  by  the  income  tax  law.  The  word  "  at- 
tempt" as  used  in  this  law  involves  two  elements: 

(1)  an  intent  to  evade  or  defeat  the  tax,  and 

(2)  some  act  done  in  furtherance  of  such  intent. 
The  word  "attempt"  contemplates  that  a  defendant 
had  knowledge  and  understanding  that  during  the 
calendar  year  1945  to  1949,  inclusive,  Hans  Forster, 
or  in  the  [5537]  case  of  Counts  YI  to  IX,  inclusive, 
the  Issaquah  Creamery  Company  during  the  years 
of  1946  to  1949,  inclusive,  had  an  income  in  such 
years  which  was  taxable  and  which  was  required  by 
law  to  be  reported  and  that  such  defendant  at- 
tempted to  evade  and  defeat  the  tax  thereon,  or  a 
portion  thereof,  by  purposely  causing  the  respective 
returns  to  exclude  income  which  such  defendants 
knew  Hans  Forster  or  Issaquah  Creamery  Company 
had  received  during  the  years  in  question,  and 
which  such  defendants  knew  should  be  included  in 
such  returns. 

With  respect  to  the  offenses  charged  there  must 
exist  a  union  or  joint  operation  of  act  and  intent. 
The  burden  is  always  upon  the  prosecution  to  prove 
both  act  and  intent  beyond  a  reasonable  doubt. 

A  person  is  held  to  intend  all  the  natural  and 
probable  consequences  of  acts  knowingly  done.  That 
is  to  say,  the  law  assumes  a  person  to  intend  all  the 
consequences  which  one  standing  in  like  circum- 
stances and  possessing  like  knowledge  should  rea- 
sonably expect  to  result  from  any  act  which  is 
knowingly  done. 

With  respect  to  offenses  such  as  charged  in  this 
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case,  proof  of  specific  intent  is  required  before  there 
can  [5538]  be  a  conviction.  Now,  specific  intent,  as 
the  term  suggests,  means  more  than  a  mere  gen 
intent  to  commit  the  act. 

A.  person  who  knowingly  does  ;m  ad  which  the 
law  forbids,  or  who  knowingly  fails  t<>  do  an  act 
which  the  law  requires,  purposely  intending  to  vio- 
late the  law  or  recklessly  disregarding  the  law,  acta 
with  specific  intent. 

Tt  is  not  necessary  for  the  Prosecution  1<>  prove 
knowledge  of  the  aeeused  that  a  particular  ad  or 
failure  to  act  is  a  violation  of  the  law.  Everyone 
is  held  to  know  what  the  law  forbids  and  what  the 
law  requires.  However,  evidence  that  the  accused 
acted  or  failed  to  act  because  of  ignorance  of  the 
law  is  to  be  considered  in  determinins:  whether  <>r 
not  the  accused  acted  or  failed  to  act  with  specific 
intent  or  knowingly  and  willfully  as  charged. 

The  law  provides  that  any  person  who  aids,  abets, 
counsels,  or  induces  the  commission  of  an  offen«' 
against  the  United  States  is  punishable  as  a  prin- 
cipal. Therefore,  in  order  to  find  any  defendant 
guilty  as  to  any  count  of  the  Indictment  it  is  not 
necessary  for  you  to  find  that  he  participated  in  all 
the  acts  out  of  which  [5539]  the  understatement  of 
income  and  tax  for  that  year  arose  or  for  you  to 
find  that  he  had  knowledge  of  all  such  acts.  Tt  is 
sufficient  if  you  find  beyond  a  reasonable  doubt  that 
he  willfully  and  knowingly  aided  or  assisted  in  the 
evasion  of  any  substantial  part  of  the  tax  owing 
for  the  year  covered  by  the  applicable  count.    Tn 
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other  words,  a  defendant  becomes  a  principal  when 
he  consciously  shares  in  the  offense. 

You  will  note  that  the  acts  charged  in  the  Indict- 
ment are  alleged  to  have  been  done  "willfully  and 
knowingly." 

An  act  is  done  "willfully"  if  done  voluntarily  and 
purposely  and  with  a  specific  intent  to  do  that 
which  the  law  forbids. 

"Willfulness"  implies  bad  faith  and  an  evil  mo- 
tive. 

An  act  is  done  "knowingly"  if  done  voluntarily 
and  purposely  and  not  because  of  mistake,  inad- 
vertence or  some  other  innocent  reason. 

Intent  may  be  proved  by  circumstantial  evidence. 
It  rarely  can  be  established  by  any  other  means,  be- 
cause we  know  that  while  witnesses  may  see  and 
hear  and  thus  be  able  to  give  direct  evidence  of 
what  a  defendant  does  or  fails  to  do,  there  can  be 
no  [5540]  eye-witness  account  of  the  state  of  mind 
with  which  the  acts  were  done  or  omitted.  But 
what  a  defendant  does  or  fails  to  do  may  indicate 
intent  or  lack  of  intent  to  commit  the  offense 
charged. 

In  determining  the  issue  as  to  intent  the  jury  is 
entitled  to  consider  any  statements  made  and  acts 
done  or  omitted  by  the  accused,  and  all  facts  and 
circumstances  in  evidence  which  may  aid  determi- 
nation of  state  of  mind. 

You  are  entitled  to  consider  the  motive,  if  an}r, 
of  the  respective  defendants  in  connection  with  the 
various  transactions  involved  as  bearing  upon  the 
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itence  or  non-existence  of  the  required  specific 

intent. 

Yon  are  instructed  thai  the  Government  ia  not 
bbliged  to  prove  an  attempted  evasion  of  the  enl 
amount  of  the  tax  as  alleged  in  the  [ndictn*    \    I 
is  sufficient  for  the  G-overnment  to  prove  beyond  a 
Reasonable  doubt  thai  there  was  an  attempt  to  evade 
any  substantial  portion  of  the  tax  liability  for  the 
years  charged  in  the  various  counts  of  the   Indict- 
ment.  The  word  "substantial"  as  here  u^cd  depends 
upon  the  facts  in  each  case — it  means  more  than  a 
small  sum  that  may  have  been  the  result  of  [5541] 
an  honest  mistake  or  miscalculation.  Tt  is  not  Dec 
sary  to  prove  that  the  tax  due  was  actually  evaded 
but  it  is  necessary  to  prove1  that  there  was  a  willful 
and  positive  attempt  to  evade  the  tax  in  any  man- 
ner or  to  defeat  it  by  any  means. 

The  signing  of  an  income  tax  return  by  a  tax- 
payer makes  it  his  return  and  if  it  is  false  and  the 
taxpayer  knows  it  to  be  false,  he  violates  the  law  if 
he  files  it  willfully  and  with  an  intent  to  evade  the 
payment  of  his  tax. 

Every  person  subject  to  income  tax,  except  per- 
sons whose  gross  income  consists  solely  of  salary 
or  wages  for  personal  services  or  arises  solely  from 
farming, — every  other  person — is  required  to  k 
such  permanent  books  of  account  or  records,  includ- 
ing inventories,  as  are  sufficient  to  establish  the 
amount  of  the  gross  income  and  the  deduct  i- 
credits  and  other  matters  required  to  be  shown  in 
any  income  tax  return. 

A  crime,  such  as  the  offense  charged  here,  may 
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not  be  imputed  to  one  defendant  because  of  the  acts 
of  another  simply  because  the  former  [5542]  stands 
in  a  relation  of  employment,  trust  or  confidence 
with  that  other  defendant.  Thus,  if  a  taxpayer 
operating  a  business,  uses  ordinary  business  care 
and  prudence  in  the  selection  of  office  personnel  and 
employees  and  in  the  selection  of  an  accountant  or 
tax  adviser  and  supplies  or  makes  available  all 
necessary  information,  and  requests  such  account- 
ant or  tax  adviser  to  prepare  an  income  tax  return, 
and  the  taxpayer  signs  and  files  the  return  pre- 
pared by  such  accountant  or  tax  adviser  in  reliance 
upon  the  skill,  knowledge,  ability  and  competence 
of  his  office  employees  and  accountant  and  tax  ad- 
viser, should  it  happen  that  such  tax  return  prove 
fraudulent,  the  taxpayer  is  not  guilty  of  such  fraud 
unless  he  knew  the  return  to  be  false  and  filed  it 
with  intent  to  evade  tax.  In  this  connection,  how- 
ever, you  should  bear  in  mind  that  the  owner  of  a 
business  need  not  be  the  actual  bookkeeper  to  be 
familiar  with  the  affairs  and  finances  of  his  busi- 
ness. 

Good  faith  on  the  part  of  a  defendant  is  a  com- 
plete defense  to  the  charges  set  forth  in  the  Indict- 
ment.  Tims  bona  fide  mistakes  in  preparing  or  fil- 
ing a  tax  return  are  not  to  be  considered  by  you 
as  false  or  fraudulent  statements  within  the  [5543] 
scone  of  the  charge  made  in  the  Indictment  because 
willful  evasion  of  tax  requires  an  intentional  act  or 
omission  as  compared  to  an  accidental  or  inadvert- 
ent one.  It  also  requires  a  specific  wrongful  intent 
to  oonopal  an  obligation  known  to  exist  as  compared 
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In  a  genuine  misunderstanding  of  whal  the  law  re- 
quires or  a  bona  fide  belief  thai  certain  receipts  are 

not  taxable.    Likewise,  negligence  or  careless]  i 

the  handling  of  books  of  account,  in  providing  in- 
formation to  ])c  used  in  preparing  income  tax  re- 
turns, or  in  handling  business  affairs  is  no1  equiva- 
lent to  fraud  with  intent  to  evade  tax. 

On  the  other  hand,  one  who  signs  a  tax  return, 
or  assists  in  preparing  a  return  or  in  providing  in- 
formation to  be  used  therein  cannol  escape  the  re- 
sponsibility of  good  faith  and  ordinary  care  and 
attention  as  to  the  correctness  of  a  return  which  lie 
may  sign,  file  or  cause  to  be  filed.  A  man  may  not 
close  his  eyes  to  obvious  facts  and  say  lie  is  not 
aware  of  them.  He  must  exercise  sneh  intelligence 
as  he  has  and  if  the  evidence  establishes  beyond  a 
reasonable  doubt  that  a  defendant  intended  to  con- 
ceal tax  liability  from  the  Government  then,  of 
course,  he  was  not  acting  in  good  faith.  [5544] 

The  low  provides  that  the  net  income  of  the  tax- 
payer shall  be  computed  upon  the  basis  of  the  tax- 
payer's annual  accounting  period,  in  aeco?'daneo 
with  the  method  of  accounting  regularly  employed 
in  keeping  the  books  of  the  taxpayer.  The  method 
of  accounting  employed  does  not  clearly  reflect  tin1 
income  a  computation  shall  be  made  upon  snch 
basis  and  in  such  manner  as,  in  the  opinion  of  the 
Commissioner  of  Internal  Revenue,  does  fairly  re- 
flect the  taxpayer's  income. 

When  books  are  found  to  be  inadequate  the  Gov- 
ernment is  authorized  by  law  to  adopt  a  reasonable 
method  of  ascertaining  income.   The  net  worl 
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expenditures  method  has  been  recognized  in  law  as 
such  a  method. 

A  person's  net  worth  for  a  given  year  is  the  dif- 
ference between  all  his  assets  on  one  hand  and  all 
his  liabilities  on  the  other.  An  increase  in  net  worth 
for  any  year  is  computed  by  subtracting  the  net 
worth  at  the  beginning  of  the  year  from  the  net 
worth  at  the  end  of  the  year.  In  order  to  compute 
taxable  net  income  under  this  net  worth  and  ex- 
penditures method  you  take  the  increase  in  net 
worth  for  the  particular  year  and  add  to  it  the  tax- 
payer's living  expenses  and  income  taxes  [5545] 
paid  for  that  year.  From  this  total  you  must  sub- 
tract nontaxable  funds,  such  as  gifts  or  inheritances, 
received  during  the  year.  If  the  remainder  exceeds 
the  taxpayer's  exemptions  and  deductions,  such  in- 
come is  taxable. 

You  are  instructed  that  although  the  defendants 
herein  are  charged  with  attempting  to  evade  income 
taxes  of  Hans  Forster  for  the  years  1945  to  1949, 
inclusive,  and  with  attempting  to  evade  income 
taxes  for  Issaquah  Creamery  for  the  years  1946  to 
1949,  inclusive,,  the  court  has,  nevertheless,  per- 
mitted evidence  of  transactions  of  Hans  Forster  or 
the  Issaquah  Creamery  for  earlier  years.  Such  evi- 
dence is  to  be  considered  by  you  only  so  far  as  you 
may  find  it  bears  upon  or  relates  to  the  knowledge 
or  intent  of  each  defendant  with  respect  to  similar 
transactions  during  the  years  charged,  providing,  of 
course,  that  you  first  find  from  the  evidence  beyond 
a  reasonable  doubt  that  there  was  an  understate- 
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men!  of  income  and  taxes,  which,  as   I    indie, 
before,  the  Court  finds  in  dispute 

Similarly,  the  Courl  has  permitted  evidence  of 
fhe  net  worth  of  Hans  Forster  for  earlier  y< 
and  such  evidence  is  to  be  considered  by  you  [5546] 
only  so  far  as  you  may  find  it  bears  niton  or  relates 
lo  the  net  worth  of  Hans  Forster  a1  the  end  of  tie- 
years  1944  to  1949,  inclusive,  or  as  it  bears  upon 
or  relates  to  the  knowledge  and  intent  of  Hans  For- 
mer during  the  years  1945  to  1949,  inclusive,  with 
respect  to  income1  tax  evasion,  again,  if  you  find, 
of  course,  beyond  a  reasonable  doubt,  first  that 
there  was  an  understatement  of  income  and  taxes 
for  any  of  the  years  charged,  which  again,  as  T 
stated  to  you,  the  Court  feels  there  is  no  question. 

Evidence  likewise  has  been  admitted  concerning 
transactions  of  corporations  other  than  the  Issaquah 
Creamery,  including  books,  records  and  tax  returns 
of  the  various  so-called  Forster  enterprises,  in  some 
;  instances  covering  periods  in  years  prior  to  as  well 
as  during  the  years  covered  by  the  Indictment.  We 
are  not  here  concerned  with  the  tax  liability  of 
persons  oth^r  than  Issaquah  Creamery  and  Hans 
Forster.  Therefore,  such  evidence,  apart  from  any 
bearing1  it  may  have  upon  income  received  by  Tssa- 
quah  Creamery  and  'or  Hans  Forster  for  the  years 
included  in  the  Indictment,  is  to  be  considered  by 
you  only  so  far  as  yon  may  find  it  bears  upon  or 
relates  to  the  knowledge  or  intent  of  each  defend- 
ant  [5547]  with  respect  to  similar  transactions  of 
Hans  Forster  and  Issaquah  Creamery  Co.  during 
the  years  charged,  providing,  again,  you  fiTst  find 
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from  tlie  evidence  beyond  a  reasonable  doubt  that 
there  was  an  understatement  of  income  and  tax 
for  any  of  the  years  charged. 

Defendants  Taylor  and  Erickson  are  charged 
with  willful  attempt  to  evade  and  defeat  the  income 
taxes  of  Hans  Forster  and  Issaquah  Creamery,  and 
the  defendant  Forster  is  likewise  charged  with  will- 
ful attempt  to  evade  and  defeat  the  income  taxes  of 
himself  and  Issaquah  Creamery.  In  this  regard  it 
is  not  necessary  for  you  to  find  that  a  defendant 
so  charged  was  concerned  in  the  actual  preparation 
of  the  false  and  fraudulent  income  tax  return,  if 
filed  by  another. 

Section  145(b)  of  the  Internal  Revenue  Code  pun- 
ishes a  willful  attempt  to  evade  and  defeat  taxes  in 
any  manner  and  so  you  may  find  that  conduct  such 
as  keeping  false  books,  making  false  entries  in  the 
books,  failing  to  make  entries  in  books,  altering 
invoices  or  other  records,  concealment  of  assets, 
covering  up  sources  of  income,  handling  one's  af- 
fairs to  avoid  the  making  of  usual  records  and  any 
conduct  the  likelihood  of  which  would  be  to  mislead 
or  conceal  [5548]  as  constituting  an  attempt  to 
evade  and  defeat  taxes. 

There  is  a  distinction  between  the  civil  liability 
of  a  defendant  and  the  criminal  liability.  This  is 
a  criminal  case.  The  defendants  are  charged  under 
the  law  with  the  commission  of  a  crime,  anc1  the 
fact  that  civil  liability  for  the  payment  of  taxes 
claimed  to  be  due  the  United  States  has  or  has  not 
been  settled,  in  other  words,  if  civil  liability  has 
been  settled  or  not — is  not  to  be  considered  by  you 
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in  determining  the  issues  in  tin  eepl  in  one 

respect  and  thai  is  thai  il  may  throw  some  lighl  on 
the  intenl  of  the  defendant   Forster. 

The  defendant,  Taylor,  as  the  evidence  shows,  ba 
previously  pleaded  guilty  to  a  charge  of  attempted 

evasion  of  liis  personal   income  tax   Cor  the  year 

i  n/  * 

Yon  are  entitled  to  consider  this  fact  only  in  con- 
nection with  your  assessment  of  his  credibility  a 
witness.  You  are  not  to  consider  Mr.  Taylor's  pre- 
vious plea  of  guilty  as  in  any  way  tending  to  estab- 
lish any  of  the  elements  which  the  Government  must 
prove  in  this  case  in  order  to  establish  guilt  as  to 
any  of  the  counts  in  the  Indictment,  [5549] 

Witnesses  have  testified  in  this  case  as  to  the  gen- 
eral reputation  of  defendants  in  this  case  for  hon- 
esty and  integrity  and  for  truth  and  veracity.   Such 

i  testimony  was  offered  to  show  the  good  character  of 
such  defendants.    The  jury  should    consider   such 

1  evidence  along  with  all  other  evidence  in  the  c 
Evidence  of  a  defendant's  reputation,  as  to  those 
traits  of  character  ordinarily  involved  in  the  com- 
mission of  the  crime  charged,  may  in  itself  give 
rise  to  a  reasonable  doubt,  since  the  jury  may  think 
it  improbable  that  a  person  of  good  character  in 
respect  to  those  traits  would  commit  such  a  crime. 
There  is  evidence,  consisting  of  testimony  of  ac- 
countants, as  well  as  exhibits  prepared  by  account- 
ants, which  have  been  admitted  as  or  in  connection 
with  expert  opinion  on  issues  involved  in  this  <• 

Such  evidence  may  serve  to  assist  you  in  your 
consideration  of  the  issues  here  ir»™lv#»d    hul   vou 
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are  not  bound  by  the  computations  or  other  opinion 
testimony  of  an  expert.  You  should  give  such  evi- 
dence the  weight  and  consideration  you  believe  it 
deserves  in  the  light  of  other  proof  in  the  case,  par- 
ticularly as  to  whether  or  not  the  facts  on  which 
the  expert's  [5550]  testimony  was  based  have  been 
established  by  other  evidence. 

Reference  has  been  made  in  the  testimony  of  sev- 
eral witnesses  to  certain  sales  of  ice  cream  or  ice 
cream  mix  by  Issaquah  Creamery  as  over-quota. 

As  to  such  references  I  caution  you  that  we  are 
not  here  concerned  in  any  manner  with  any  wartime 
law,  regulation  or  practice  relative  to  quota,  under- 
quota  or  over-quota  sales  of  ice  cream  or  any  other 
food  products. 

Therefore,  any  characterization  of  a  rule  or  tran- 
saction as  over-quota  is  not  to  be  given  any  signifi- 
cance because  of  that  circumstance  alone. 

During  the  course  of  the  trial,  I  have  occasion- 
ally asked  questions  of  a  witness  in  order  to  bring 
out  facts  not  then  fully  covered  by  the  testimony. 

Do  not  assume  that  I  hold  any  opinion  on  the 
matters  to  which  my  questions  related.  Remember 
at  all  times  that  you,  as  jurors,  are  at  liberty  to 
disregard  all  comments  of  the  Court  in  arriving  at 
your  own  findings  as  to  the  facts. 

It  is  the  duty  of  the  Court  to  admonish  [5551] 
an  attorney  who,  out  of  zeal  for  his  cause,  does 
something  which  is  not  in  keeping  with  the  rules 
of  evidence  or  procedure.  I  think  there  are  few  in- 
stances in  this  case,  if  any. 

You  are  to  draw  no  inference  against  the  side  to 
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whom  an  admonition  of  the  Court  may  have  been 
addressed  during  the  trial  of  this  case. 

It  is  the  duty  of  lawyers  upon  cadi  side  to  make 
objections  when  the  other  side  offers  &\  idence  which 
counsel  believes  is  not  admissible  under  the  rules 

of  evidence. 

It  is  the  duty  of  the  Court  to  decide  whether 
under  the  rules  of  evidence,  testimony  or  other  evi- 
dence may  be  received. 

Whenever  the  Court  has  sustained  an  objection 
to  a  question,  you  are  to  disregard  thai  question, 
and  may  draw  no  inference  from  the  wording  of 
it  or  speculate  as  to  what  the  witness  would  have 
said  if  permitted  to  answer.  Nor  may  you  assume 
any  party  has  objected  to  a  question  because  that 
side  expected  the  answer,  if  given,  to  be  unfavor- 
able. 

During  the  trial  of  this  case  the  Court  has  per- 
mitted certain  evidence  to  be  introduced  over  the 
objection  of  counsel.  In  so  ruling  the  Court  has 
not  determined  or  indicated  any  opinion  as  to  the 
weight  [5552]  or  effect  of  such  evidence. 

In  judging  the  credibility  of  witnesses  and  the 
Weight  and  effect  of  evidence,  you  are  not  to  con- 
sider the  rulings  or  comments  of  the  Court  in  ad- 
mitting or  rejecting  evidence. 

The  punishment  provided  by  law  for  the  offeTise 
charged  in  the  Indictment  is  a  matter  exclusively 
within  the  province  of  the  Court,  and  is  not  to  be 
considered  by  the  Jury  in  arriving  at  an  impartial 
verdict  as  to  the  guilt  or  innocence  of  the  accused. 

It  is  your  duty  to  give  separate,   personal   a 
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sideration  to  the  case  of  each  individual  defendant. 

When  you  do  so,  you  must  analyze  what  the  evi- 
dence shows  with  respect  to  that  individual,  leaving 
out  of  consideration  entirely  any  evidence  admitted 
solely  against  some  other  defendant  or  defendants. 

Each  defendant  is  entitled  to  have  his  case  deter- 
mined solely  from  his  own  acts  and  statements  and 
the  other  evidence  in  the  case  which  may  be  ap- 
plicable to  him. 

The  law  of  the  United  States  permits  the  [5553] 
judge  to  comment  to  the  jury  on  the  evidence  in 
the  case.  Such  comments  are  only  expressions  of 
the  judge's  opinion  as  to  the  facts. 

With  respect  to  any  comments  I  have  made  you 
are  free  to  disregard  them  entirely,  since  the  jurors 
are  the  sole  judges  of  the  facts. 

Under  these  instructions  you  may  find  all  three 
defendants  guilty  or  all  not  guilty,  or  you  may  find 
one  or  two  of  them  guilty  and  the  remaining  two 
or  one  not  guilty  of  the  charge  contained  in  the 
particular  count. 

The  verdict  must  represent  the  considered  judg- 
ment of  each  juror.  In  order  to  return  a  verdict  it 
is  necessary  that  each  juror  agree  thereto.  In  other 
words,  your  verdict  you  reach  must  be  unanimous. 

It  is  your  duty,  as  jurors,  to  consult  with  one  an- 
other and  to  deliberate  with  a  view  of  reaching  an 
agreement,  if  you  can  do  so  without  violence  to 
individual  judgment.  Each  of  you  must  decide  the 
case  for  yourself,  but  do  so  only  after  an  impartial 
consideration  of  the  evidence  with  your  fellow 
jurors.  In  the  course  of  your  deliberations,  do  not 
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hesitate  to  re-examine  your  own  views  and  [5554] 
change  your  opinion  [f  convinced  it  is  erroneous. 
But  do  not  surrender  yon?-  honesl  conviction  as  to 
the  weight  or  the  effecl  of  evidence  solely 

of  the  opinion  of  your  fellow  juror  .  or  for  thi 
purpose  of  returning  a  verdict. 

There  is  no  fixed  method  of  procedure  for 
follow   during  your   deliberations.    However, 
should  proceed  in  such  a  way  as  to  give  every  juror 
an  equal   change  with   every  other  to   express   his 
views  and  in  such  a  way  as  will  tend  to  produce 
the  most  intelligent  result   possible. 

The  attitude  of  jurors  at  the  outset  of  their  de- 
liberations is  important.  It  is  seldom  helpful  for 
a  juror,  upon  entering  the  jury  room,  to  announce 
an  emphatic  opinion  on  the  case  or  a  determination 
to  stand  for  a  certain  verdict.  When  a  juror  does 
that  at  the  outset,  individual  pride  may  become  in- 
volved, and  the  juror  may  later  hesitate  to  recede 
from  an  announced  position  even  when  shown  it  is 
incorrect.  You  are  not  partisans.  You  are  judges — 
and  when  you  go  into  the  jury  room,  you  are  the 
sole  judges  of  the  facts  in  this  case.  Your  sole  in- 
terest is  to  ascertain  the  truth  from  the  evidence 
in  the  case  and  you  will  make  a  worthwhile  contri- 
bution to  the  administration  of  [5555]  justice  if  you 
arrive  at  an  impartial  verdict  in  this  case. 

Upon  retiring  to  the  jury  room,  you  will  select 
one  of  your  number  to  act  as  foreman.  If  you 
choose,  you  may  select  one  of  the  ladies. 

The  foreman  will  preside  over  your  deliberations 
and  be  your  spokesman  in  Court. 
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Forms  of  verdicts  have  been  prepared  for  your 
convenience.  There  is  a  form  for  each  defendant, 
one  for  Mr.  Forster ;  one  for  Mr.  Erickson,  and  one 
for  Mr.  Taylor.  It  reads:  "We,  the  jury  in  the 
above-entitled  case,  find  the  defendant  ....  guilty 
as  charged  in  Count  I  of  the  Indictment,  ....  guilty 
as  charged  in  Count  II  of  the  Indictment,"  and  so 
on.  Put  in  "is,"  if  you  find  him  guilty;  put  in 
"not,"  if  you  find  him  not  guilty.  There  is  a  place 
for  signature  at  the  end  to  be  signed  by  the  fore- 
man, and  a  place  to  fill  in  the  date  when  you  reach 
the  verdict. 

You  will  take  these  forms  to  the  jury  room  and 
when  you  have  reached  unanimous  agreement  as  to 
your  verdict  you  will  have  your  foreman  fill  in, 
date  and  sign  the  forms  to  state  the  verdict  upon 
which  you  agree  as  to  each  defendant,  and  then  re- 
turn with  your  verdicts  to  the  courtroom.  [5556] 
You  will  find  envelopes  up  there.  Each  verdict, 
when  reached,  should  be  folded,  inserted  in  the 
envelope  and  pealed.,  and  then  brought  back  with 
you  to  the  court  room. 

If  it  becomes  necessary  during  your  deliberations 
to  communicate  with  the  Court,  you  may  send  a 
note  by  one  of  the  Bailiffs.  In  this  respect,  you  will 
find  pnper  and  pencil  up  there  and  any  communi- 
cation you  wish  should  be  written  out,  addressed  to 
me,  stating  what  your  inquiry  will  be.  You  may 
not  have  one,  but  in  the  event  you  should  happen 
to,  that  is  the  procedure  you  should  follow.  But 
bear  in  mind  op  such  occasions  you  are  not  to  re- 
Tj.noi  t-„  4.ryr>  ^,,1T,^  OT,  p-pxr  -np-^rv-p  n-o^v  the  jury  stands, 
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numerically  or  otherwise,  on  the  question  of  the 
guill  or  innocence  of  the  accused,  or  any  of  them, 

or  as  to  any  count,  until  after  yon  have  reached 
an  unanimous  verdict. 

That,  Ladies  and  G-entlemen  of  the  Jury,  com- 
pletes the  Court 's  inst  ructions. 

I  ow,  under  the  law,  the  counsel  are  authorized, 
and  it  is  their  duty  to  confer  with  the  Court  rela- 
tive— in  the  absence  of  the  Jury,  relative  to  any 
matters  contained  in  the  instructions  which  they 
believe  should  be  considered.  [5557] 

Therefore,  I  will  excuse  yon  now.  Yon  should 
not  begin  your  deliberations,  however,  and  don't 
start  any  discussion  of  the  case.  Just  remain  there 
and  without  going  into  these  matters,  jusl  as  you 
have  on  the  occasion  of  other  recesses,  and  in  the 
short  time — I  trust  it  will  be  a  short  time — the 
Court  will  call  you  back  and  will  advise  you  if  there 
are  any  further  instructions. 

The  Bailiffs  will  then  be  sworn,  and  you  will  then 
begin  your  deliberations  in  accordance  with  the  in- 
structions as  I  have  now  given  them  to  you.  If  you 
should  have  any  specific  question,  if  you  wish  to 
ask  when  you  come  back,  you  may  do  so.  I  don't 
mean  as  to  the  evidence,  but  if  there  is  some  mis- 
understanding, or  some  question  you  want  to  know 
as  to  how  to  proceed,  if  you  will  state  it.  I  will 
attempt  to  enlighten  you. 

Is  there  anything  further  before  we  excuse  the 
Jury  at  this  time  ? 

Mr.  Griffin:    No,  your  Honor. 

Mr.  Moriarty:    No,  your  Honor. 
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The  Court:  All  right.  Bear  in  mind  the  admoni- 
tion given  you.   You  may  now  be  excused. 

(Whereupon,  the  jury  retired  from  the  court 
room.)   [5558] 
***** 

The  Court:    Members  of  the  Jury: 

I  am  sorry  we  were  a  little  delayed  in  responding 
to  your  request  but,  first  of.  all,  I  have  a  note  which 
reads  as  follows: 

"The  Jury  wishes  an  interpretation  of  the  word 
willfully  as  used  in  the  Indictment.  Harold  F. 
Craft." 

Is  that  correct? 

The  Foreman:    Yes,  sir;  of  the  entire  Jury. 

The  Court:    Ladies  and  Gentlemen  of  the  Jury: 

In  an  effort  to  meet  that  request  of  yours  the 
Court  is  going  to  first  give  you  again  the  instruc- 
tion I  gave  you  yesterday  as  to  willfully  and  an- 
other instruction  that  is  related  to  it.  I  will  supple- 
ment that  with  a  little  further  statement  which  I 
think  in  essence  is  the  same  but  probably  stated 
differently.   That  is,  with  different  words. 

Now  I  will  give  you  the  instruction  as  I  gave  it 
yesterday : 

You  will  note  that  the  acts  charged  in  the  Indict- 
ment are  alleged  to  have  been  done  "willfully  and 
knowingly." 

An  act  is  done  "willfully"  if  done  voluntarily 
and  purposely  and  with  a  specific  intent  to  do  that 
which  the  law  forbids.  "Willfulness"  implies  bad 
faith  and  an  evil  motive. 


United  States  of  America  2675 

An  act  is  done  "knowingly"  if  done  voluntarily 
and  purposely  and  not  because  of  mistake,  inad- 
vertence, or  other  innocent  reason. 

Now,  you  will  note  !  ref<  rred  to  sj  lc  u  I 
and,  therefore,  will  now  read  thai  to  you  agaii 
that  you  will  have  that  in  mind. 

With  respect  to  offenses  such  as  charged  [5575] 
in  this  case,  proof  of  specific  intenl  La  required  be- 
fore there  can  be  a  conviction.  Specific  intent,  as 
the  term  suggests,  means  more  than  a  mere  general 
intent  to  commit  the  act. 

A  person  who  knowingly  does  an  act  which  t In- 
law forbids,  or  who  knowingly  fails  t<>  do  an  act 
which  the  law  requires,  purposely  intending  t<>  vio- 
late the  law  or  recklessly  disregarding  the  law,  acts 
with  specific  intent. 

Now,  to  supplement  that,  as  I  say  again,  I  am 
going  to  give  you,  in  substance,  the  same  matter. 

When  used  in  a  criminal  statute — that  is,  the 
word  "willful"  or  "willfully"  —  when  used  in  a 
criminal  statute  it  generally  means  an  act  done  with 
a  bad  purpose,  without  justifiable  excuse,  stub- 
bornly, obstinately,  perversely. 

The  word  is  also  characterized — employed  to 
characterize  a  thing  done  without  ground  for  believ- 
ing it  lawful,  or  conduct  marked  by  reckless  disre- 
gard whether  or  not  one  has  the  right  so  to  act. 

That,  I  believe,  Ladies  and  Gentlemen,  covers  the 
request  as  you  have  made  it:  and  so.  with  that 
further  instruction,  you  may  now  be  excused  and 
return  and  continue  your  deliberations.  [~>r>76] 
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(Whereupon,  the  Jury  retired  from  the  court 
room.) 

The  Court:  It  is  stipulated  the  Jury  havo  left 
the  court  room? 

Mr.  Griffin:    Yes.  your  Honor. 

Mr.  Moriarty:    Yes,  your  Honor. 

The  Court:    Any  exceptions? 

Mr.  Griffin:    I  feel  obligated 

The  Court:  (Interposing)  I  feel  it  is  quite  all 
right. 

Mr.  Griffin: on  behalf  of  the  Defendant  For- 
ster to  except  to  the  use  of  each  and  every  word 
in  the  new  instruction  just  given  by  the  Court  and 
particularly  that  portion  of  it  dealing  with  "reck- 
less disregard." 

The  instruction  does  not  cover  the  use  of  "good 
faith,"  "mistake,"  and  rather  stultifies  the  defini- 
tion given  the  Jury  originally  on  willfulness  which, 
except  for  the  use  of  the  words  "reckless  disregard" 
was  a  full  and  complete  instruction  in  that  particu- 
lar as  I  view  it. 

Mr.  Cox:  The  Defendant  Taylor  would  continue 
to  except  only  to  the  use  of  the  words  "reckless 
disregard"  of  the  law. 

The  Court:  Consistent  with  your  former  [5577] 
statement. 

Mr.  Cox:    Yes,  your  Honor. 

Mr.  Keesling:  The  Defendant  Erickson  joins  in 
the  exceptions  of  Mr.  Griffin  and  in  addition,  par- 
ticularly for  the  reason  that  as  applied  to  this  case, 


United  States  of  Aim- rim 

the  Defendant  Erickson  thinks  thai  the  instruction 

should  be  more  definitive  than  stating  thai  it   it  a 

specific  wrongful    intent    to   evade   a    known    tax 

obligation.  [5578] 
#  #  *  *  * 

[Endorsed]:     Filed  February  7,  1955. 
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had  in  the  above-entitled  and  numbered  cause,  be- 
fore a  Petit  Jury,  duly  empaneled,  and  the  Honor- 
able William  J.  Lindberg,  a  United  States  District 
!  Judge,    at    Seattle,    Washington,    commencing    at 
'  10:00  o'clock,   a.m.,   on  the  4th  day  of   February, 
,1954.  [1*] 
*  *  *  *  * 

FRANK  B.  DONALDSON 
upon  being  called  as  a  witness   for  and  on  behalf 
of  the  Plaintiff,  and  upon  being  first  duly  sworn. 
testified  as  follows: 


Direct  Examination 
The  Clerk:     I  want  your  name,  please,  and  the 
spelling  of  your  name. 

The  Witness:    Frank  B.  Donaldson. 


*  Page  numbers  appearing  at  top  of  page  of  original  Reporter's 
Transcript  of  Record. 
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(Testimony  of  Frank  B.  Donaldson.) 

The  Clerk :    D-o-n-a-l-d-son  (spelling)  ? 

The  Witness:    Yes. 

Q.  (By  Mr.  Maxwell)  :  Will  you  state  your  name, 
please,  sir?  A.     Frank  B.  Donaldson. 

Q.    And  where  do  you  reside,  Mr.  Donaldson? 

A.     9010  West  Shorewood  Drive,  Mercer  Island. 

Q.     And  where  are  you  employed? 

A.     Peoples  National  Bank. 

Q.     In  Seattle?  A.     Seattle,  yes. 

Q.     And  that  is  the  central  office? 

A.     Main  Office. 

Q.     Where  is  that  located? 

A.     1414  4th  Avenue. 

Q.  And  what  is  your  capacity  with  the  Peoples 
National  Bank?  [5] 

A.     Vice-president. 

Q.     You  are  Vice-president?  A.     Yes. 

*    *    *    *    *    r/?-| 

Q.  (By  Mr.  Maxwell)  :  Mr.  Donaldson,  I  have 
handed  you  Exhibit  No.  121  and  ask  you  if  you  can 
identify  that  document? 

A.  This  is  a  financial  statement  submitted  to  us 
of  Hans  Forster  as  of  December  31,  1949. 

Q.     And,  generally,  what  does  it  contain? 

A.  It  shows  a  list  of  his  assets  and  his  liabilities 
and  the  net  worth. 

Q.  And  net  worth ;  who  submitted  that  document 
to  you,  or  your  bank? 

A.  The  form  is  signed  by  Hans  Forster,  and  I 
cannot  say  by  whom  it  was  submitted. 

Q.     Do  you  know  Mr.  Forster's  signature? 
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(Testimony  of  Frank  15.  Donaldson.) 

A.    Yes,  sir. 

Q.     Is  that  his  signature? 

A.     That  is  Mr.  Forster's  signature.   [90] 

Mr.  Maxwell:  At  this  time,  T  will  offer  Exhibit 
121  into  evidence. 

Mr.  LeSourd:    No  objection. 

Mr.  Griffin:    May  I  inquire? 

Was  this  submitted  to  you,  this  statement  sub- 
mitted to  you,  personally,  Mr.  Donaldson  >. 

Mr.  LeSourd:  Objected  to.  He  already  testified 
he  didn't  know  who  submitted  it. 

The  Court:     This  is  voir  dire  on  these  exhibits. 

We  will  proceed  with  the  examination. 

Mr.  Griffin:  My  question  was,  whether  this  was 
submitted  to  you  personally,  if  you  recall  \ 

The  Witness:  No,  I  do  not  recall  on  that  par- 
ticular statement. 

Mr.  Griffin:  Were  the — was  it  signed  at  the  time 
it  was  received,  if  you  know,  or  was  it  signed 
later? 

The  Witness:  On  this  particular  statement,  I  do 
not  recall. 

Mr.  Griffin:  Now,  on  this  particular  statement, 
there  is — I  would  take  it,  a  change  of  figures  by 
$110,000,  a  pencilled  notation.  Do  you  know  who 
made  that? 

The  Witness:  Our  credit  department.  There  was 
Ian  error  in  addition. 

Mr.  Griffin :    There  was  an  error  in  addition  I 

The  Witness:     Yes,  sir. 
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(Testimony  of  Frank  B.  Donaldson.) 

Mr.  Griffin:  Now,  attached  to  the  statement 
is 

Strike  the  "is". 

Well,  the  third  sheet,  Puyallup  Creamery  Com- 
pany, Profit  and  Loss  Statement,  fourth  sheet  Ren- 
ton  Ice  and  Ice  Cream  Company  balance  sheet,  and 
the  last  sheet,  Renton  Ice  and  Ice  Cream  Company 
Profit  and  Loss  Statement. 

On  the  first  statement  of  the  Renton  Ice  and  Ice 
Cream  Company  are  certain  words  in  pencil.  Do 
you  know  whether  they  were  placed  on  there  at  the 
bank? 

The  Witness :  They  undoubtedly  are  bank  mark- 
ings. 

Mr.  Griffin:    Thank  you. 

The  Witness:    Yes. 

Mr.  Griffin:    No  objection. 

Mr.  LeSourd:    No  questions. 

The  Court:  Exhibit  121  for  identification  may 
be  admitted. 

(Plaintiff's    Exhibit    121    admitted    in    evi- 
dence.) 

Q.  (By  Mr.  Maxwell)  :  Now,  I  am  handing  you 
Exhibit  122,  Mr.  Donaldson.  [92] 

Can  you  state  what  that  exhibit  is? 

A.  This  is  a  financial  statement  headed  Hani 
Forster;  the  statement  dated  December  31,  1948. 

Q.  Do  you  know  from  whom  the  bank  received 
this  statement?  A.     No,  sir. 

Q.     Was  it  handed  to  you  personally? 

A.     I  do  not  believe  so. 
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Q.    Can  you  state  whether  or  no1  thai  i    tl 
nature  of  Hans   Forster '. 

A.    Thai  is  the  signature  of  Mr.  Hans  F< 

Q.  I  notice  there  are  some  pencilled  Dotations 
on  the  document. 

Can  you  state  who  put  those  notations  on  the 
document  % 

A.    It  would  appear  to  be  our  credil  department. 

Mr.  Maxwell:  At  this  time,  the  Government  will 
offer  Exhibit  122  into  evidence. 

Mr.  Griffin:  These  notations — May  I  inquire  if 
the  Court  please? 

The  Court:    You  may. 

Mr.  Griffin:  With  reference  to  Exhibit  122,  these 
notations  show  no  mistake  in  addition  i 

The  Witness:     No,  sir;  that  is  merely  for  our 
[93]  credit  department  in  breaking  up  the  a 
and  that  is  a  total   of  current  asset-  segregating 
it  from  the  total  assets.  It  is  merely  u<n\  for  the 
spread  sheet  that  was  submitted  as  evidence. 

Mr.  Griffin:    By  the  "spread  sheet",  yon  mean? 

The  Witness:  The  bank  record.  I  have  forgotten 
the  number.  The  one  here. 

Mr.  Maxwell:     No.  129. 

The  Witness:     129. 

Mr.  Griffin:    129  Cor  identification. 

I  think — with  reference  to  the  figure  on  here. 
which  you  say  is  referred  to  in  the  spread  sheet  for 
quick  addition,  quick  assets,  cash  and  United  States 
Bonds  would  be  quick  assets,  wouldn't  it  ? 

Mr.  Maxwell :    If  your  Honor  please,  this  appears 
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(Testimony  of  Frank  B.  Donaldson.) 
to  me  to  be  matters  to  be  brought  out  on  cross- 
examination. 

The  Court:     Objection  sustained. 

Mr.  Griffin:  I  appreciate  your  Honor's  ruling. 
However,  I  would  like,  if  I  may,  to  show  the  exhibit 
to  the  witness  because  I  am  not  trying  to  impeach 
him.  I  think,  if  he  examines  the  figures,  he  will  find 
that  they  are  not  just  what  he  suggested  at  all. 

The  Court:  You  may  let  him  view  it  again,  if 
you  wish. 

Mr.  Griffin:  He  didn't  have  it  before  him  when 
[94]  he  answered.  It  is  these  figures  here.  The  total 
of  this  interest  here.  See?  Those  last  two  items, 
is  all. 

The  Witness :  That  is  right.  I  would  have  to  take 
that  statement  back.  It  is  not  the  quick  assets. 

Mr.  Griffin:    Thank  you.  I  have  no  objection. 

Mr.  LeSourd:  I  have  no  objection  to  this  ex- 
hibit, your  Honor.  It  is  understood  that  the  pen- 
cilled notations  on  these  exhibits  that  are  going  in 
now  are  the  notations  of  the  bank  and  not  properly 
a  part  of  the  exhibit  as  offered. 

Mr.  Maxwell:  No,  that  is  correct,  although  they 
are  offered  as  bank  records,  your  Honor. 

The  Court:  I  think  the  record  shows  that  the 
pencilled  notations  are  made  by  the  bank  and  not 
figures  made  by  Mr.  Forster. 

Mr.  LeSourd:    Yes,  thank  you. 

The  Court:     No  objection  to  the  exhibit 

Mr.  Maxwell:  (Interposing)  Pardon  me,  your 
Honor.  I  think  Mr.  Keesling  is  still  examining  it. 
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Mr.  Keesling:    I  have  no  object  ion. 

Mr.  Maxwell:     Ymi  have  no  objection! 

The  Court:  No  objection!  ExhibH  L22  for  iden- 
tification may  be  admitted. 

(Plaintiff's    Exhibit    122    admitted    in    evi- 
dence.) [95] 

Q.  (By  Mr.  Maxwell) :  Mr.  Donaldson,  I  have 
handed  you  No.  12:5.  I  wonder  if  von  can  Identify 
that  document,  please! 

A.  This  is  a  financial  statement  headed  Hans 
Forstcr,  as  of  February  29,  1948. 

Q.  And  does  it  have  Mr.  Forster's  signature  on 
it,  likewise? 

A.     It  does  have  Hans  Forster's  signature. 

Q.  Can  you  state  who — from  whom  the  ban]; 
received  that  document? 

A.  This  particular  statement  was  received  by 
the  writer. 

Q.     By  whom!  A.    By  myself. 

Q.     By  you  ?  A.    Excuse  me ;  by  myself. 

Q.    And  when  was  that  received,  sir! 

A.    It  would  appear  to  have  been  May  4,  1948. 

Mr.  LeSourd:  Did  you  say  it  would  appear  to 
have  been?  I  will  ask  that  the  answer  be  stricken. 
if  your  Honor  please. 

Q.  (By  Mr.  Maxwell):  Can  you  state  the  dale 
upon  which  you  received  that,  if  you  know  ! 

A.     The  only  answer  I  can  give  is  that  ther 
a  date  on  here  by  the  Credit  Department,  which 
normally  [96]  is  the  date  we  do  receive  them.  It  is 
not  ray  notation. 
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Q.     What  date  is  that,  sir?  A.     May  4,  1948. 

Q.  On  this  sheet  there  likewise  appears  to  be 
pencilled  notations?  A.     Correct. 

Q.     Can  you  state  who  made  those  notations? 

A.     Our  Credit  Department. 

Q.  And  they  were  not  on  the  document  when 
you  received  it?  A.     No. 

Mr.  Maxwell:  At  this  time,  I  will  offer  Exhibit 
123  into  evidence. 

Mr.  Griffin:     May  I  inquire? 

The  Court:    Yes. 

Mr.  Griffin :  From  whom  did  you  receive  Exhibit 
123? 

Mr.  Maxwell:  Your  Honor,  that  has  been  asked 
and  answered. 

The  Court:  I  think  he  said  he  received  it,  but 
not  from  whom. 

Mr.  Maxwell:    I  am  sorry. 

The  Witness:  As  I  recall,  I  received  it  from 
Mr.  Forster. 

Mr.  Griffin:    No  objection.  [97] 

Mr.  LeSourd:  No  objection,  your  Honor,  with 
the  same  understanding  with  regard  to  the  pencilled 
notations. 

The  Court :    The  record  may  so  show. 

Mr.  Keesling:     No  objection. 

The  Court :  Exhibit  123  for  identification  may  be 
admitted. 

(Plaintiff's  Exhibit  No.  123  admitted  in  evi- 
dence.) 

Q.     (By  Mr.  Maxwell)  :    Mr.  Donaldson,  I  have 
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handed  you  Exhibit  L24  for  identification.  Can  you 
identify  that  document,  please,  sir? 
A.    It  is  a  financial  statemenl  of  Bans  Forster 

as  of  March  31,  1947. 

Q.  And  does  it  likewise  contain  the  signature  of 
Mr.  Forster?  A.     It  do. 

Q.  Can  you  state  from  whom  your  bank  receivi  'I 
that  document? 

A.  The  documenl  received  in  the  bank  by  Mr. 
Strack,  from  Mr.  Forster  and  Mr.  Taylor. 

Q.  Does  that  sheet  likewise  have  pencilled  nota- 
tions on  it?  A.    There  are  a  few,  yes.  [98] 

Q.  And  can  you  state  when  those  pencilled  nota- 
tions were  made,  and  by  whom? 

A.  They  would  have  been  made  by  our  Bank 
Credit  Department. 

Q.    When  was  this  sheet  received  by  Mr.  Strack  ! 

A.     I  believe  on  May  24,  1947. 

Q.  This  likewise  contains  the  list  of  assets  and 
list  of  liabilities  and  net  worth  of  Hans  Forster  '. 

A.     Correct. 

Mr.  Maxwell:    T  offer  Exhibit  124  into  evidence. 

Mr.  LeSourd:  Your  Honor,  while  Counsel  is  ex- 
amining the  document,  may  1  ask  the  witness  some 
questions  on  voir  dire? 

The  Court:     You  may. 

Mr.  LeSourd:  Mr.  Donaldson,  in  saying  that  Mr. 
Strack  received  this  statement  from  Mr.  Forster 
and.  Mr.  Taylor,  were  yon  speaking  from  certain 
notations  in  some  document  that  you  were  examin- 
ing at  the  time? 
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The  Witness :  Yes,  sir,  and  I  was  called  into  this 
conference  at  the  time,  but  it  was  delivered  actually 
to  Mr.  Strack. 

Mr.  LeSourd :    May  I  see  the  notations,  please  % 

The  Court:  This  has  reference  to  Exhibit  124 
for  identification? 

Mr.  LeSourd:     That  is  right,  your  Honor.   [99] 

Mr.  Maxwell:    Your  Honor,  I  would  like 

Mr.  LeSourd:     (Interposing)  Excuse  me. 

Mr.  Maxwell:  (Continuing)  Your  Honor,  I 
would  like  at  this  time  to  have  the  documents  that 
Mr.  LeSourd  has  been  examining  marked  for  iden- 
tification. 

The  Court:  They  may  be.  I  imderstand  they 
are  notes. 

The  Witness :    They  are  part  of  the  file. 

Mr.  LeSourd:  Counsel  wants  just  the  ones  for 
this  particular  day's  conversation,  or  more  than 
that? 

Mr.  Maxwell :    Lust  for  that  day. 

I  think  it  is  continued  over  here. 

Mr.  LeSourd:    It  is,  that  is  right. 

The  Clerk:  Plaintiff's  Exhibit  No.  130  marked 
for  identification. 

(Plaintiff's  Exhibit  No,  130  marked  for  iden- 
tification.) 

The  Court:    Now,  the  question  pending  is  on  th 
offer  on  124. 

Mr.  LeSourd:  I  was  examining  on  voir  dire  and 
had  not  completed. 

Mr.  Maxwell :    T  am  sorrv. 
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Mr.  LeSoui'd:    Referring  to  the  notations  in  your 

credit  file,  what  do  you  call   these   notations,    Mr-. 
Donaldson?  [100] 

The  Witness:  Tlioy  are  comments  made  in  our 
credit  file  after  an  interview  with  the  customer  by 

the  officer  who  normally  sits  in  on  the  interview. 

Mr.  LeSourd:  Yes,  and  the  particular  comment 
on  the  day  May  24,  1947,  in  whal  is  now  marked 
for  identification  as  Exhibit  130  bears  the  initials, 
I  notice,  "P.A.S." 

The  Witness:  That  is  Mr.  Phillip  A.  Strack,  the 
Chairman  of  our  Executive  Committee. 

Mr.  LeSourd:  And  I  notice — may  T  ask  you  to 
examine  this  again  and  tell  me  whether  there  is  any 
direct  statement  as  to  who  handed  the  financial 
statement  to  Mr.  Strack  other  than  merely  a  state- 
ment that  Mr.  Forster  and  Mr.  Taylor  were  confer- 
ring with  him  at  the  time? 

Mr.  Maxwell:  Your  Honor,  is  this  proper  voir 
dire? 

The  Court :  If  you  object,  the  Court  will  sustain 
the  objection.  Now,  the  question  is:  Have  you  any 
further  questions  ? 

Mr.  LeSourd:     Not  on  voir  dire. 

The  Court:    Any  objections  to  the  exhibit? 

Mr.  Griffin:     No  objection. 

Mr.  LeSourd:  We  are  talking  about  124,  your 
Honor? 

The  Court:    That  is  correct. 

Mr.  Keesling:    No  objection  to  124.  [101] 

The  Court:    124  may  be  admitted. 
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(Plaintiff's  Exhibit  No.  124  admitted  in  evi- 
dence.) 

Q.  (By  Mr.  Maxwell)  :  Mr.  Donaldson,  Exhibit 
for  Identification  No.  130  was  prepared  subsequent 
to  the — rather,  a  sheet  similar  to  Exhibit  130,  those 
are  prepared  subsequent  to  a  conference  or  talk 
with  customers  of  the  bank  as  a  memorandum  of 
what  occurred  on  that  occasion,  is  that  correct? 

A.     That  is  correct. 

Q.  Now,  the  initials  at  the  end  of  each  para- 
graph, those  are  the  initials  of  the  person  who  dic- 
tated the  memorandum  to  the  stenographer? 

A.     Correct. 

Q.  I  have  also  handed  to  you,  Mr.  Donaldson, 
Exhibit  No.  125.  Can  you  state  what  that  document 
is,  please  1 

A.  This  is  a  financial  statement  of  Hans  Forster 
elated  September  30,  1945. 

Q.     And  is  it  signed,  likewise,  by  Mr.  Forster? 

A.     It  is  signed  by  Mr.  Forster. 

Q.     That  date  is  December  31,  is  it  not? 

A.  Excuse  me.  This  is  dated  September  30.  Did 
I  say  December?  [102] 

O.     September  30th? 

September  30, 1945. 

Q.     And  that  is  likewise  signed  by  Mr.  Forster? 

A.     That  is  right. 

Q.    Does  it  contain  pencilled  notations,  likewise? 

A.     Correct. 

Q.  And  by  whom  are  those  pencilled  notations 
entered?  A.     By  our  bank  credit  department. 
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Q.    Subsequent  to  the  time  the  bank  (received  the 

document?  A.    Thai  is  right. 

Q.  From  whom  did  the  bank  receive  this  docu- 
ment? A.    I  cannot  answer. 

The  Court:     Yon  mean  you  do  not   know? 

The  Witness:    Excuse  me.   I  do  not  know. 

Q.  (By  Mr.  Maxwell):  Do  yon  know  when  it 
was  received  by  the  Bank  '. 

A.  This  particular  statement  bears  no  informa- 
tion on  that,  on  the  date  received. 

Q.  Can  you  state  the  approximate  date  by  which 
it  was  received  in  the  bank  in  view  of  its  relative 
position  in  your  files? 

A.     No,  sir,  I  cannot  answer  that  one. 

Q.     Now,  I  have  handed  you  Exhibit  No.  126. 

Mr.  Maxwell:     Strike  that. 

At  this  time,  I  will  offer  No.  125  in  evidence. 

Mr.  Griffin:     No  objection. 

Mr.  LeSourd:    No  objection. 

Mr.  Keesling:    No  objection. 

The  Court:  Exhibit  No.  125  for  identification 
may  be  admitted. 

(Plaintiff's  Exhibit  No.  125  admitted  in  evi- 
dence.) [104] 
***** 

Q.  Now.  Mr.  Donaldson,  I  have  handed  to  yon 
Exhibits  121  to  125.  Those  exhibits  are  financial 
statements  of  Hans  Forster  at  the  end  of  the  year 
1949  and  at  the  end  of  the  year  194S,  and  February 
29,  1948,  on  March  31.  1947,  and  on  September  30, 
1945. 
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Did  you  discuss  any  of  those  net  worth  statements 
with  Mr.  Forster?  [132] 

A.  It  is  a  normal  procedure  to  discuss  state- 
ments with  your  borrowers  as  presented. 

Q.  Did  you  discuss  each  of  these  statements  with 
Mr.  Forster?  A.     That  I  cannot  answer. 

Q.  Did  you  discuss  any  of  these  statements  with 
Mr.  Forster?  A.     Undoubtedly,  I  have. 

Q.  Which  of  the  statements  to  your  knowledge 
did  you  discuss  with  Mr.  Forster  ? 

A.  Sir,  I  replied  before  I  could  not  take  each 
instrument  in  itself  and  be  positive  as  to  the  state- 
ment in  itself  as  to  a  discussion  at  each  time. 

Q.  Do  you  have  documents  from  which  you  can 
refresh  your  memory  in  that  regard? 

A.     Specifically  referring  to  each  statement? 

Q.    Yes,  sir. 

(Whereupon,  there  was  a  long  pause.) 

A.     On  the  December  31,  1949,  statement 

Q.     (Interposing)  That  is  Exhibit  No.  121? 

A.  121,  and  on  the  March  31,  1947,  which  is  Ex- 
hibit 124 — those  are  the  only  two  that  I  can  posi- 
tively  identify   as   having   discussed   the   financial 

statements.  [133] 
***** 

Q.  (By  Mr.  Maxwell) :  Now,  Mr.  Donaldson, 
I  believe  that  you  stated  that  you  discussed  Exhibit 
No.  121,  the  1949  financial  statement  of  Hans  For- 
ster with  Hans  Forster? 

The  Court:    Referring  to  121? 

Mr.  Maxwell:     Exhibit  121,  yes,  sir. 
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Q.     (By  Mr.  Maxwell  continuing):     Is  ili;,i  cor 
rect?  A.    That  is  correct. 

Q.    When  did  yon  have  thai  discussion  with  .Mi. 
Forster?  A.    On  April  6th,  L950.  |  L36] 

The  statements  were  discussed  with  L.  Sicks  Tay- 
lor and  Hans  Forster. 

Q.     Was  there  anyone  else  presenl  \ 

A.     Our  Mr.  Strack. 

Q.     Who  is  Mr.  Strack? 

A.    Phillip  A.  Strack,  Chairman  of  our  Execu- 
tive Committee. 

Q.     What  bank? 

A.     The  Peoples  National  Bank. 

Q.     Did  yon  at  that  time  discuss  any  of  flic  pre- 
vious financial  statements  which  had  been  submitted 
■  by  Mr.  Forster?   I  believe  those  are  Exhibits  Nos. 
122  to  128.    I  will  hand  those  to  you,  if  yon  would 
!  like  to  have  those  documents. 

A.     T  do  not  believe  we  referred  to  previous  state- 
ments at  that  time. 

Q.     Did  you  have  the  previous  statements  avail- 
able during  that  discussion? 

A.     They  were  not  present  at  the  interview. 

Q.     What  was  the  occasion  for  the  discussion  I 

A.    Simply  to  review  the  financial  statements  as 
of  December  31,  1949, 

Q.    What  was  the  purpose  of  the  discussion  1 

A.     (Continuing  with  preceding  answer)  and 

to  attempt  to  satisfy  the  National  Bank  Examiners 
by   [137]   completing  a  statement,  as  they  call  it. 
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in  the  name  of  Hans  Forster,  showing  his  assets 

and  liabilities  combined. 

Q.  Now,  I  believe  that  you  are  referring  to  our 
Exhibit  No.  121,  is  that  right?  A.     No,  sir. 

Q.  What  exhibit  are  you  referring  to?  What 
financial  statement  are  you  referring  to? 

A.  It  was  a  statement  completed  by  the  writer 
during  1950  combining  the  exhibit  121  of  December 
31,  1949,  with  his  home,  and  other  assets  which  were 
not  part  and  parcel  with  this  particular  statement. 

Q.     Do  you  have  that  statement? 

A.     (Witness  hands  document  to  counsel.) 

Q.  Is  that  the  statement  to  which  you  have  ref- 
erence ? 

A.  No,  sir.  It  was  the  statement  completed.  The 
figures  as  appeared  on  Exhibit  129  was  the  break- 
down after  the  statement  was  taken. 

Q.  I  see.  Do  you  have  then  a  statement  that 
you  prepared? 

A.  I  am  trying  to  find  it,  sir.  It  should  be  here, 
somewhere. 

The  Court:  You  used  the  words  "prepared  by 
the  writer."   You  mean  prepared  by  yourself? 

The  Witness:  Prepared  by  myself,  yes,  sir.  [138] 
I  keep  referring  to  credit  files. 

Mr.  Maxwell:  While  the  witness  is  examining 
his  files,  I  wonder  if  wTe  might  have  permission  to 
pass  exhibits  132  and  133  to  the  Jury? 

The  Court:    You  may. 

(Whereupon,  exhibits  were  handed  to  the 
Bailiff  and  then  to  the  Jurors.) 


United  States  of  America  2693 

(Testimony  of  Frank  B.  Donaldson.) 

The  Witness:  I  have  it  here,  sir.  If  wot  in  the 
wrong  file. 

Mr.  Maxwell:  I  see  you  have  a  memorandum  at- 
tached to  that.  If  yon  would  detach  the  memoran- 
dum. 

(Whereupon,  the  witness  separated  pap« 
and  returned  papers  to  counsel.) 

Mr.  Maxwell:  T  ask  that  this  document,  denomi- 
nated at  the  top,  "Financial  Statement  of  Hans 
Forster  as  of  date  12-31-49"  he  marked  as  Govern- 
ment's Exhibit  next  in  older,  marked  for  identifi- 
cation. 

The  Clerk:  Plaintiff's  Exhibit  134  marked  for 
identification. 

(Plaintiff's  Exhibit  134  marked  for  identifi- 
cation.) 

Q.     (By  Mr.  Maxwell)  :    T  have  handed  yon,  Mr. 
Donaldson,  Exhibit  No.  134.  T  will  ask  von  b 
tify  that  document,  if  yon  can,  sir.  [139] 

A.  This  is  a  financial  statement  for  Hans  For- 
ster, as  of  December  31,  1949,  which  was  prepared 
by  myself  and  signed  by  Plans  Forster. 

Q.     When  was  that  statement  prepared,  sir? 

A.    On  April  6th,  1950. 

Q.    April  6th,  1950?  A.    Right. 

Q.  Where  did  yon  secure  the  information  to 
make  this  statement? 

A.    In  my  interview  with  Mr.  Forster. 

0.     Secured  it  from  Mr.  Forster? 

A.     Correct. 
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Mr.  Maxwell:  We  will  offer  Exhibit  134  into 
evidence  at  this  time. 

Mr.  Griffin:    No  objection. 

Mr.  Keesling:    No  objection. 

Mr.  LeSourd:    No  objection. 

The  Court :  Exhibit  134  for  identification  may  be 
admitted. 

(Plaintiff's  Exhibit  134  admitted  in  evidence.) 

Mr.  Maxwell :  Your  Honor,  at  this  time,  I  would 
like  permission  to  pass  this  document  to  the  Jury. 
I  would  like  to  adduce  further  testimony  with  re- 
spect to  it,  however,  and  ask  that  proceedings  be 
suspended  until  [140]  examination  of  the  document 
is  had. 

The  Court:    Do  you  wish  to  pass  it  at  this  time? 

Mr.  Maxwell:     Yes,  your  Honor. 

(Whereupon,  document  was  passed  to  the 
Jurors.) 

The  Court:  Have  you  any  matters  that  could  be 
marked,  or  anything  like  that,  with  this  witness? 

Mr.  Maxwell :    No,  your  Honor ;  I  have  not. 

Q.  (By  Mr.  Maxwell)  :  Do  you  have  Exhibit 
No.  121?  A.     Yes,  sir;  121  and  124. 

Mr.  Maxwpll:    May  I  have  both  of  them? 
(Whereupon,  documents  were  handed  to 
counsel  by  the  witness.) 

Mr.  Maxwell :  Also,  your  Honor,  I  would  like  to 
request  permission  to  show  exhibits  Nos.  121,  124, 
122,  125,  127,  123,  128,  and  126  to  the  Jury,  at  this 
time,  bemg  financial  statements. 

The  Court:    Those  have  all  been  admitted? 
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Mr.  Maxwell:    Yes,  sir. 

The  Court:    You  may. 

(Whereupon,  exhibits  were  handed  to  the 
Jurors.) 

(Whereupon,  there  was  a  long  pause.) 

The  Court:  There  should  be  some  of  those  that 
you  are  not  using.  If  the  Bailiff  would  take 
and  [141]  start  with  alternate  No.  1,  so  thai  we  can 
save  a  little  time,  if  there  are  some  that  have  more 
than  one.  I  am  suggesting  that  you  sort  of  divide 
these  so  that  they  come  down  the  one  way  and  iP 
two  can  look  at  one  at  the  same  time,  we  may  Bave 
a  little  time. 

(Whereupon,  there  was  a  long  pause.) 

The  Court:  Whenever  all  jurors  have  seen  one 
exhibit,  if  you  will  hand  it  to  the  Bailiff. 

(Whereupon,  there  was  a  long  pause.) 

The  Court:  I  am  going  to  suggest,  mosl  of  you 
Jurors  have  seen  some  of  the  exhibits,  have  you 
not?  I  am  going  to  suggest,  Mr.  Maxwell,  that  you 
proceed,  and  the  rest  of  you  can  look  at  them,  if 
you  wish,  while  listening  to  the  testimony. 

Mr.  Maxwell:  Your  Honor,  may  I  request  the 
examination  be  delayed  until  I  get  Exhibit  121  I 
That  has  not  been  returned  yet. 

The  Court:  121,  is  that  the  one  you  have  Mrs. 
Bailey? 

Juror  Number  Eight:    This  is  121,  your  Honor. 

The  Court :    You  may  continue  to  observe  it. 

(Whereupon,  there  was  a  brief  pause.)  [142] 

Q.     (By  Mr.  Maxwell):     Mr,  Donaldson.  T  hi 
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handed  you  Exhibits  No.  121,  the  net  worth  state- 
ment of  Hans  Forster  at  the  end  of  December  31, 
1949,  Exhibit  124,  the  net  worth  statement  of  Hans 
Forster  as  of  March  31,  1947,  and  No.  134,  which 
you  have  stated  to  be  the  net  worth  statement  of 
Hans  Forster  as  of  December  31,  1949,  which  you 
prepared.  A.    Right. 

Q.  Now,  you  have  mentioned  discussion  with  Mr. 
Forster  during  which  this  document  was  prepared 
on  April  6,  1950. 

Where  did  that  discussion  take  place? 

A.     In  the  Peoples  National  Bank. 

Q.  Can  you  specify  the  place  a  little  closer;  in 
your  office,  perhaps? 

A.     In  my  office,  my  desk. 

Q.     What  time  of  the  day  was  this? 

A.     I  do  not  know,  sir.   I  do  not  recall. 

Q.  Now,  you  have  stated  that  you  prepared  Ex- 
hibit 134  during  that  conference,  is  that  right? 

A.     That  is  correct. 

Q.  Now,  what  documents  in  addition  to  Exhibit 
134 — to  what  documents  did  you  refer  during  your 
discussion  at  that  time? 

A.     To  Exhibit  No.  121.  [143] 

Q.     Exhibit  No.  121,  which  is  what? 

A.  The  financial  statement  as  of  December  31, 
1949.  showing  Mr.  Forster 's  investment,  or  net 
worth,  in  his  various  enterprises. 

Q.     When  did  the  bank  receive  that  document? 

A.     The  statement  is  not  so  marked. 


United  Sidles  of  America  2697 

(Testimony  of  Frank  II.  Donaldson.) 
Q.    Well,  did  the  bank  receive  thai  prior  to  April 

6th,  1950?  A.    Apparently  so,  yes. 

Q.    And  you  had  that  available  at  that  tim< 

A.     That  is  right, 

Q.     It  was  already  in  your  file? 

A.     That  is  correct. 

Q.  Were  there  any  other  documents  to  which 
teou  had  reference  during  thai  conference1! 

A.     I  do  not  believe  so. 

Q.  Did  you  not  refer  to  the  earlier  nel  worth 
statements,  122  to  128,  inclusive  I 

A.     Not  at  that  particular  time,  no,  sir. 

Q.  Referring  to  Exhibit  134,  the  net  worth  state- 
ment which  you  prepared,  does  that  contain  Hans 
Forster's  signature?  A.     It  does. 

Q.    Did  he  sign  that  document  in  your  presence  .' 

A.     Yes,  sir.  [144] 

Q.    When  was  that  signed? 

A.     On  April  6th,  1950. 

Q.     At  the  termination  of  your  discussion  ! 

A.    Well,  during  the  discussion. 

Q.  To  what  extent  did  Mr.  Taylor  participate 
in  the  discussion,  if  at  all  P 

A.     On  this  particular  statement? 

Q.    Yes,  sir. 

A.     No  discussion  at  this  time. 

0.     You  stated  he  was  present? 

A.  Prior  to  this  particular  statement  beina'  com- 
pleted, if  I  stated  so.  it  is  incorrect.  At  the  time 
this  particular  document,  134,  was  prepared  by  me, 
Mr.  Taylor  was  not  present. 
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Q.     He  was  not  present?  A.    No,  sir. 

Q.  Now,  you  have,  previous  to  this  time,  stated 
Mr.  Taylor  was  present  on  April  6th,  1950.  It  is 
my  understanding  now  he  was  not  present  at  that 
discussion,  is  that  correct? 

A.  When  this  statement  was  prepared,  he  was 
not  present  at  my  desk,  no. 

Q.  Well,  was  he  present  at  your  bank  in  com- 
pany with  Mr.  Forster  on  April  6th,  1950,  regard- 
less of  the  preparation  of  that  document?  [145] 

Mr.  LeSourd:  I  will  object  to  the  form  of  thai 
question.  I  think  what  counsel  means  is  at  some 
time  other  than  the  preparation  of  this  document. 

Mr.  Maxwell :    I  believe  that  was  my  question. 

Mr.  LeSourd:    You  said  "regardless." 

The  Court:    Do  you  wish  to  restate  the  question  % 

Mr.  Maxwell:    Yes,  your  Honor. 

Q.  (By  Mr.  Maxwell  continuing)  :  On  anothei 
occasion  on  April  6,  1950,  was  Mr.  Taylor  present  1 

A.  Yes,  when  Document  121  was  delivered  to 
the  bank,  he  would  be  with  Mr.  Forster  at  that  time. 

Q.  That,  you  stated,  was  prior  to  April  6th, 
1950?  A.     That  is  correct. 

Q.  Was  Mr.  Taylor  present  at  the  bank  at  all 
at  any  time  on  April  6th,  1950? 

A.     I  do  not  believe  so. 

Q.  Now,  is  there  a  difference  between  Exhibit 
No.  134,  the  net  worth  statement  which  you  pre- 
pared, and  Exhibit  No.  121,  the  1949  financial  state- 
ment which  was  delivered  to  the  bank? 

A.    Yes,  sir. 
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Q.    What  is  thai  difference! 
A.    Do  you  want  \\  in  even  dollar  amounl 
Q.    I  wisli  wlial   differences  there  are.    I    wish 

you  would  stale  whal  they  are. 

A.  Well,  the  financial  statemenl  as  submitted, 
the  typed  one,  is  Exhibit  No.  121  as  of  December 
31,  1949,  and  shows  his  ae1  worth  of  $781,761.72. 

The  one  prepared  by  myself,  Exhibil  KTo.  L34, 
of  December  31,  1949,  shows  a  nel  worth  of  $968, 
830.88. 

Q.  Then  there  must  be  some  difference,  Mr.  Don- 
aldson, in  the  items  making  up  the  totals  that  yon 
have  there?  A.    That  is  correct. 

Q.     What    items    are    different,    or    have    tx 
changed  or  added  or  subtracted? 

A.  In  addition  to  the  items  as  appearing  in  Ex- 
hibit No.  121,  there  is  real  estate  consisting  of  his 
homo  and  a  farm  valued  at  $44,000:  some  United 
States  Government  Bonds,  fifty  thousand,  and  cash 
on  hand  or  in  hanks.  $87,000?  *****  [1471 

Q.  What  are  the  total  assets  of  Hans  Porster 
shown  on  Exhibit  134,  the  item  which  yon  prepared, 
the  not  worth  statement  which  yon  prepared  ' 

A.     Will  yon  repent  the  question,  plea-' 

Q.  What  is  the  total  of  the  assets  as  shown  on 
Exhibit  134,  which  is  the  net  worth  statement  which 
you  prepared?  [155]  A.    $! 

Cross  Examination 
Q.     (By  Mr.  Griffin  continuing) :     Mr.  Donald- 
son, when  von  made  inquiry  of  Mr.  Porster  as  to 
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his  financial  affairs  on  these  statements,  as,  for  ex- 
ample, 121,  122,  123,  and  124,  did  he  not  generally 
say  he  didn't  know  anything  about  them  and  refer 
you  to  Hicks  Taylor? 

A.  He  was  always  anxious  to  have  Mr.  Taylor 
along  [186]  with  him  to  assist  him  in  discussing 
the  statements. 

Mr.  Maxwell:  May  it  please  the  Court,  I  ask 
that  the  witness  be  directed  to  answer  the  question. 

Mr.  LeSourd:  I  move  to  strike  on  the  grounds 
not  responsive. 

The  Court:  The  question,  whether  it  is  respon- 
sive or  not,  is  for  the  Jury.  I  don't  think  it  should 
be  stricken.  If  he  can  give  a  more  specific  answer, 
he  should  do  so. 

Q.  (By  Mr.  Griffin) :  Will  you  give  any  detail 
you  can,  any  answers  that  are  specific? 

Mr.  Maxwell:  May  I  ask  that  the  question  be 
repeated  ? 

(Whereupon,  second  preceding  question  was 
read  by  the  reporter.) 

The  Court:  That  is  the  question;  now  the  an- 
swer. 

(Whereupon,  preceding  answer  was  read  by 
the  reporter.) 

The  Witness:  I  believe  that  is  too  general  a 
statement  for  me  to  attempt  to  answer. 

Q.  (By  Mr.  Griffin  continuing)  :  Would  you  say 
what  the  conversation  was?  [187] 

A.     There  have  been  times 

Mr.   LeSourd:      (Interposing)    Just   a   moment. 
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Which  conversation?   I  will  objecl  to  thai  question, 
because  it  deals  apparently  with  four  separate  con- 
versations with  four  separate  financial  statement 

Mr.  Griffin:    If  the  Couri  pleas< 

The  Court:    (Interposing)  As  I  understand 

Mr.  Griffin:  (Continuing)  If  the  Couri  plej 
may  I  make  a  statement  first,  just  for  a  momenl  '. 
I  don't  assume  that  any  counsel  a.t  the  defense  table 
can  object  to  any  question  asked  by  Counsel.  That 
is  the  burden  of  the  Government  in  this  case.  Un- 
fortunately, we  are  defending  an  entire  case  with 
three  defendants,  but  T  don't  presume  for  a  moment 
that  I  can  object  to  any  questions  that  Mr.  LeKmird 
asks  any  Government  witness  in  this  matter.  Tf  T 
can,  I  am  perfectly  happy  to  do  it,  but  this  is  the 
Government's  case,  and  T  am  on  cross-examination 
of  the  Government's  witness. 

Mr.  LeSourd:  If  your  Honor  please,  as  long  as 
Mr.  Griffin  raised  that  question,  T  move  the  Court 
that  the  various  Defendants  in  this  ease,  in  view 
of  the  conflict  of  interest  that  is  evident,  be  per- 
mitted to  object  to  questions  asked  by  counsel  for 
the  other  defendants,  and  be  permitted  to  CI 
examine  the  witnesses  of  the  other  [188]  defend- 
ants. 

Mr.  Moriarty:     The  Government  has  no  objec- 
tion. 

The  Court:     Well,   cross-examination.    I    tak. 
may  be  only  permitted  in  that  instance  if  there  is 
some  antagonism  on   the   part  of  the  witness.    Tn 
other  words,  if  the  witness  is  an  unfriendly  wit 
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Mr.  LeSourd:  Well,  no,  I  am  not  claiming  that 
at  all,  your  Honor,  but  since  the  Defendants  have 
adverse  interests,  we  have  the  right  to  see  that  the 
questions  are  properly  put,  and  the  evidence  is 
brought  out  in  an  orderly  way,  so  that  we  can 
object. 

The  Court:  Well,  it  would  seem  to  me  in  those 
instances  where  the  evidence  may  have  some  par- 
ticular bearing  on  the  particular  defendant 

Mr.  LeSourd:     (Interposing)  Yes,  which  it  may. 

The  Court:  (Continuing) it  sounds  reason- 
able that  that  might  be  permitted,  and  I  would  say 
however,  I  don't  think  that,  generally  speaking,  that 
objections  can  be  made  in  that  fashion,  and  that 
more  or  less  of  a  relationship  to  the  particular  ques- 
tion  would  have  to  appear. 

Mr.  LeSourd:  If  your  Honor  please,  I  am  not 
prone  to  make  objections  in  the  trial  of  a  lawsuit 
and  have  refrained,  and  ^.Till  to  do  so,  but  I  want 
to  protect  the  rights  of  my  client  where  we  are  op- 
posed by  another  [189]  defendant  in  this  case  as 
much  as  the  Government. 

The  Court:  Well,  the  Court,  in  announcing  its 
nil  ins:,  will  permit  it,  but  does  not  thereby  indicate 
that  all  questions  on  cross-examination  by  defend- 
ants will  bo  subject  to  objection  by  other  defend- 
ant :  but  vou  mav,  as  you  see  fit,  make  objections 
and  the  Court  will  rule  on  them. 

Mr.  LeSourd:    Very  well. 

The  Court:  As  to  the  particular  question  here, 
as  T  understand  it,  the  issue  involved  is  not  a  par 
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ticular  conversation;  rather,  it  is  the  nature  of  con- 
versations over  a  period  of  time,  and,  therefore,  I 
think  the  very  nature  of  it  eannoi  call  for  the  same 
specific  answers,  and,  therefore,  the  Courl  would 
overrule  the  objection,  and,  of  course,  on  your  ex- 
amination, if  it  becomes  necessary  to  go  further 
than  ordinarily  you  might  go  in  your  examination, 
you  may  do  so. 

Mr.  LeSourd:    Very  well.  [190] 
*  *  #  *  * 

Q.  (By  Mr.  Griffin  continuing):  That  would  be 
when  you  would  inquire,  sir,  of  Hans  Forster  at 

the  content,  or  some  question  in  regard  to  the  finan- 
cial statements  referred  to  in,  as  for  example,  Ex- 
hibits 121  to  125.  [191] 

A.  We  would  depend  upon  Mr.  Taylor  explain- 
ing and  describing  the  different  Items  in  the  finan- 
cial statement.  We  relied  upon  him  very,  wry  much 
on  financial  statements. 

Q.  Did  you,  during  these  years,  and  1  think  you 
have  said  that  when  you  make1  this  review  over  the 
week-end,  that  you  will  find  that  Mr.  Forster  and 
Mr.  Taylor  were  in  the  bank  many  times  together? 

A.     That  is  quite  a  number  of  times,  yes,  sir. 

Q.  Did  you  find  during  these  years  of  this  ac- 
quaintanceship with  Mr.  Forster  that  he  was  able 
to  even  read  a  financial  statement?  By  reading,  I 
mean  to  understand. 

A.  I  do  not  believe  he  understood  a  financial 
statement  really,  no. 

Q.     Now,  the  financial  statements,  and  using  1-J 
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for  example,  bears  the  name,  the  signature,  Hans 
Forster.  What  was  the  purpose  in  having  the  state- 
ment signed  by  Mr.  Forster  from  the  bank's  stand- 
point ? 

A.  It  is  required  from  banking  procedure  to 
have  all  statements  submitted  to  be  signed,  and  the 
National  Bank  Examiners  also  require  that  state- 
ments be  signed. 

Mr.  Griffin:     121,  I  wonder  if  you  have  that? 
(Whereupon,  the  clerk  handed  an  exhibit  to 
Mr.  Griffin.)   [192] 

Mr.  Griffin:     Thank  you. 

Q.  (By  Mr.  Griffin) :  Now,  Exhibit  121  is  the 
Hans  Forster  financial  statement,  December  31, 
1949.  The  Jury,  I  think,  have  examined  both  this 
statement  and  129. 

Mr.  Griffin:    Is  that  correct? 

Mr.  Maxwell:    129  was  prepared  by  the  bank. 

Mr.  Griffin:    Yes. 

Mr.  Maxwell:    Yes.  It  is  not  in  evidence. 

Mr.  Griffin :  Then  134.  There  is  another  financial 
statement.  I  have  it.  I  have  it  here. 

Q.  (By  Mr.  Griffin  continuing)  :  Now,  I  believe 
that  the  Jury  have  examined  briefly  Exhibit  121, 
which  is  the  Hans  Forster  financial  statement,  De- 
cember 31,  1949,  and  Exhibit  134,  which  is  the  finan- 
cial statement  that  you  made  from  the  financial 
statement;  is  that  correct? 

A.     That  is  correct. 

Q.  Now,  when — I  think  you  will  have  to  have 
this  in  front  of  you  to  follow  me.  When  Exhibit  121 
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came  Into  your  possession,  ii  showed,  did  it  not,  in 

the  form  it  came  in,  tota]  as.  L,761.6 

A.    That  is  correct,  bli. 

Q.    62?  A.    Thai  is  correct.  [193] 

Q.    Actually,   the   physical    computation   of   the 
items — if  I  may  have  it  \'<>\-  a  moment— this  is  the 
figure  $681,761.62 — actually,  the  actual  addition 
those  items  in  that  statement  is  off  $!()(),( )()() '. 

A.     Twenty  cents. 

Q.  (Continuing)  Twenty  cents,  isn't  it;  is  that 
correct  i  A.     That  is  correct. 

Q.  So  that  the  actual  assets  shown  on  this  state- 
ment, Exhibit  121,  is  $781,761.72  rather  than  $081,- 
000?  A.     That  is  correct. 

Q.  That  difference,  yon,  of  course,  picked  up  in 
your  preparation  of  Exhibit  134? 

A.     That  is  correct. 

Q.  To  your  knowledge,  did  Mr.  Porster  ever  pic- 
pare,  himself,  any  one  of  these  statements  \ 

A.     Not  to  the  best  of  my  knowledge. 

Q.  And,  to  the  best  of  your  knowledge,  who  did 
prepare  them? 

A.  We  assumed  that  Mr.  Taylor  prepared  all 
statements. 

Q.  Then,  in  Exhibit — in  preparing  Exhibit  134, 
you  also — 134,  was  it  prepared — prepared  by  you? 

A.     That  is  correct.  [194] 

Q.  Signed  by  Mr.  Forster ;  this  is  April  6,  1950, 
and  it  shows  total  assets  column  $968,830.88  rather 
than  this  six  hundred  thousand  dollars  and  some- 
thing; so  that  to  reach  that,  you  added,  if  I  under- 
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stand  your  testimony,  this  error  in  addition  of  one 

hundred  thousand  dollars  and  ten  or  twenty  cents? 

A.     That  is  correct. 

Q.    You  added  his  home?  A.    Yes. 

Q.     And  contiguous  property? 

A.     That  is  right. 

Q.     And  the  farm?  A.     That  is  right. 

Q.     And  certain  cash  in  savings  accounts? 

A.     That  is  correct. 

Q.  Now,  in  reaching  a  statement  for  Hans  For- 
ster did  you  from  time  to  time  have  to  review  the 
statements  of  his  various  enterprises  ? 

A.  Did  we  have  occasion  to  review  them  from 
time  to  time? 

Q.    Yes.  A.    Yes,  sir. 

Q.  That  would  include,  would  it,  Issaquah  Dairy; 
right?  A.     Correct.  [195] 

Q.     Alpine 

A.    (Interposing)     Issaquah  Creamery. 

Q.     Issaquah  Creamery?  A.    Yes. 

Q.  I  can't  even  keep  them  straight.  Alpine 
Dairy?  A.    Yes,  sir. 

Q.     Alpine  Ice  Cream?  A.     Yes,  sir. 

Q.     Perhaps  Daisy  Ice  Cream  at  one  time? 

A.     At  one  time. 

Q.     Arctic  Farms,  is  it? 

A.     Arctic  Gardens. 

Q.     And  perhaps  Simonson  and  Forster? 

A.     Yes,  sir. 

Q.  In  Renton  Ice  Cream  and,  incidental  to  that, 
some  other  concern  down  there? 


United  Slates  of  Am  erica  2707 

(Testimony  of  Frank  15.  Donaldson.) 

A.     Tli at  is  right. 

Q.    And  Puyallup  Creamery  and  something  down 

there?  A.     Yes. 

Q.    Finstad  ;.  A.     Finstad   and    Utgard 

Q.     And,  to  reach  any  true  evaluation 

Mr.  Griffin:    Strike  that.  [196] 

Q.  (By  Mr.  Griffin  continuing):  Would  yon  find 
conditions  that  at  times  in  reviewing  these  state- 
ments— of  course,  the  statements  of,  lei  us  say, 
Issaquah  Creamery — that  is  a  corporation — would 
be  entirely  separate  from  the  individual  ? 

A.     That  is  correct. 

Q.  Would  you  find  occasions  where  Issaquah 
Creamery  might  be  substantially  indebted  to  Alpine, 
or  Alpine  to  Issaquah?  A.     That  is  right. 

Q.  And  to  determine  just  what  the  assets,  actual 
assets,  of  Mr.  Forster  individually  were,  of  course, 
when  you  dealt  with  the  Issaquah  Creamery  you 
wrere  dealing  with  stock  of  a  corporation  that  he 
owned,  is  that  right  ' 

A.     That  is  correct. 

Q.  And  with  Alpine,  it  was  an  individual;  that 
was  Mr.  Forster?  A.     That  is  right. 

Q.  But  with  some  others,  it  was  joint  enterprise 
on  stock.  Now,  if  Issaquah  Creamery — and  Mr. 
Forster  owned  all  the  stock  in  that — did  he  not \ 

A.  It  is  my  understanding,  except  possibly 
qualifying  shares. 

Q.  Qualifying  shares,  but  if  the  statement  of — 
[197]  financial  statement  of  Issaquah  Creamery 
showed  an  indebtedness  to  either  Alpine  or  to  Mr. 
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Forster,  and  if  Alpine  in  turn  showed  an  indebted- 
ness to  another  corporation  of  which  Mr.  Forster 
owned  100  per  cent  or  60  per  cent  of  the  stock,  or 
whatever  it  may  be,  you  had  to  pull  out  those  ac- 
counts between  these  various  enterprises  to  cut 
down  the  actual  assets  and  values,  didn't  you? 

A.     We  would  eliminate 

Mr.  Moriarty:    (Interposing)    Just  a  moment. 

A.    (Continuing)     inter-company  accounts. 

Mr.  Moriarty:  Just  a  moment,  if  your  Honor 
please.  I  object  to  that,  your  Honor,  as  not  ma- 
terial here  what  the  witness  did,  if  it  shows  some- 
where that  Mr.  Forster  or  Mr.  Taylor  had  knowl- 
edge of  this  practice. 

The  Court:     Objection  overruled. 

Q.   (By  Mr.  Griffin)  :    You  did  that* 

A.  We  did  in  our  own  analysis  of  analyzing  the 
credit. 

Q.  For  example,  if  Issaquah  Creamery — if  Al- 
pine owed  Issaquah  Creamery  fifty  thousand  dol- 
lars, that  was  a  liability  of  Alpine,  and  an  asset 
of  Issaquah?  A.     That  is  right.  [198] 

Q.  But,  inasmuch  as  Mr.  Forster  owned  100  per 
cent  of  the  stock  of  Issaquah  and  was  the  sole 
proprietor  of  Alpine,  it  washed  itself  off  as  an  asset 
one  wa}^  or  another,  didn't  it? 

A.     We  traded  in  that  manner,  yes,  sir. 

Q.  Did  you  find  in  your  dealings  with  Mr.  For- 
ster that  he  had  even  any  comprehension  of  those 
kind  of  matters  in  his  various  enterprises? 

A.     I  do  not  believe  he  did. 
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Q.  Do  you  know  upon  wIk.ih  he  depended  for  his 
— all  of  his  accounting  advice1? 

A.    We  believe  thai  he  depended  upon  L.  Hicks 

Taylor. 

Q.  And  did  you,  as  the  bank,  depend  upon  L. 
Hicks  Taylor  representing  Forster  in  those  mat- 
ters? 

A.    On  financial  statement  matters,  yes,  sir. 

Q.  Now,  you  were  interrogated,  you  will  recall, 
about  a  loan  by  the  bank  to  Mr.  Forster,  I  believe 
of  $150,000,  the  funds  of  which  he  used  to  buy  Gov- 
ernment Bonds  wiiich  in  turn  were  left  with  the 
bank  as  collateral  for  the  loans? 

A.    Yes,  sir. 

Q.  I  will  ask  you  if  it  was  not  a  general  policy 
of  the  banks  of  the  United  States,  yourself  included, 
by  the  National  Banking  System,  to  make  those 
[199]  loans  to  customers  in  the  aid  of  the  Govern- 
ment selling  United  States  Bonds'? 

A.  They  did  assist  tin1  Government  through  the 
purchase  of  these  bonds,  that  is  correct. 

The  Court:    The  question  was  whether  it  was 
custom.  Wasn't  that  the  question  ? 

Mr.  Griffin:  I  should  have  said  "practice",  rather 
than  "custom",  I  think. 

Q.    (By  Mr.  Griffin)  :    Is  that  correct  ? 

A.     Yes,  that  is  right. 

Q.  And  is  it  not  a  fact  that  your  bank  at  about 
the  time  of  your  loan  of  $150,000  to  Mr.  Forster 
loaned  $50,000  to  L.  Hicks  Taylor  to  purchase  $50,- 
000  in  Government  Bonds  which  the  bank  in  turn 
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held  as  collateral  1  A.     That  is  correct. 

Q.  Do  you  know  Mr.  Forster  received  his  advice 
to  purchase  those  bonds  from  L.  Hicks  Taylor? 

Mr.  LeSourd :    If  you  know. 

Mr.  Griffin:    My  question  was:  "Do  you  know?" 

A.  It  would  just  be  hearsay,  so  I  could  not  say 
definitely  "yes".  *****  [200] 

Q.  (By  Mr.  Griffin)  :  During  the  period  of  time, 
1945  to  1949,  about  which  you  were  interrogated  by 
counsel,  and  Mr.  Forster  and  Mr.  Taylor  being  in 
the  bank  on  these  matters,  I  will  ask  you  if  it  is 
not  a  fact  that  you  learned  at  that  time  of  Mr.  For- 
ster— learned  at  that  [205]  time  from  Mr.  Forster, 
in  the  presence  of  L.  Hicks  Taylor,  of  that  account, 
savings  account  198,  in  the  Washington  State 
Bank?  *****  [206] 

Q.  (By  Mr.  Griffin) :  Do  you  have  any  date  in 
mind  in  connection  with  the  question  I  asked? 

A.    Yes,  sir. 

Q.     Can  you  give  about  that  approximate  date  ? 

A.  It  would  be  during  1949,  the  fall  of  1949  as 
I  would  recall. 

Q.  And  did  you  learn  at  that  time  about  this 
account  in  the  Washington  State  Bank  and  that  in- 
formation coming  to  you  from  Mr.  Forster  in  the 
presence  of  Mr.  Taylor? 

A.     The  statement  was  made  by  Mr.  Forster 

The  Court:    (Interposing)     Just  a  minute.  [207] 

Mr.  Griffin:  The  question  can  be  answered  "yes" 
or  "no".  You  can  explain,  if  the  Court  will  permit. 

The  Witness:    Yes. 
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Q.  (By  Mr.  Griffin):  Now,  do  you  want  to  make 
any  further  explanation'? 

A.  There  was  not  a  differentiation  between  sav- 
ings at  Washington  Stale  Bank  or  Peoples  National 
Bank.  It  was  just  a  general  impression  thai  he  had 
this  amount  of  money  in  the  two  savings  accounts 
whieh  he  was  willing  to  put  into  the  building  pro- 
gram. *****  [208] 

Cross  Examination 

Q.    (By  Mr.  LeSourd) :    Yes,  thank  you. 

Now,  with  regard  to  the  conversations  in  the  fall 
of  1949,  Mr.  Donaldson,  where  you  said  something 
about  a  general  impression  that  Mr.  Forster  had 
money  in  the  savings  account,  I  simply  want  to  get 
the  facts  straightened  out  as  I  believe  it  is  the  fact 
that  you  told  me  a  day  or  so  ago  that,  to  the  best 
of  your  recollection,  there  had  been  no  discussion 
of  the  savings  account  at  a  time  when  Mr.  Taylor 
was  present;  wasn't  that  right? 

A.  No,  sir;  you  asked  me  if  I  had — if  I  knew 
if  Mr.  Taylor  had  any  access  to  our  conditions  of 
applying  to  the  savings  account  in  our  bank. 

Q.  I  see;  well,  I  must  have  misunderstood  you 
then  at  the  time. 

Now,  you  state  that  it  was  a  general  impression 
that  Mr.  Forster  had  this  money  in  these  two  sav- 
ings accounts.  You  are  speaking  of  the  impression 
you  gained  at  the  time? 

A.     He  made  the  statement.  [220] 

Q.     Mr.  Forster? 
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A.     Mr.  Forster  made  the  statement  that  he  had 

savings  in  Issaquah  and  in  our  bank,  at  Peoples 

National  Bank  of  Washington,  which  he  would  use 

to  put  the  necessary  financing  together,  along  with 

his   Government   bonds,   if   necessary,   on  the  new 

building  for  the  Alpine  Ice  Cream  Company.  [221] 
***** 

Q.  However,  speaking  of  Mr.  Forster's  personal 
assets  now,  as  distinguished  from  the  business  as- 
sets [235]  when  on  April  6,  1950,  you  made  up  Ex- 
hibit 134,  which  contains  Mr.  Forster's  personal  as- 
sets as  well  as  his  business  assets,  the  figures  on  the 
personal  assets  you  got  from  Mr.  Forster  himself, 
didn't  you?  A.     That  is  correct. 

Q.  So  that  Mr.  Forster  was  not  relying  on  Mr. 
Taylor  with  respect  to  the  figures  on  his  own  per- 
sonal assets? 

A.  These  figures  were  given  to  me  by  Mr.  For- 
ster so  I  am  assuming  he  is  the  one  that  would  be 
responsible  for  the  figures  as  given  to  me  at  that 
time.  *****  [236] 

Q.  Yes;  did  you  follow  the  practice  of  sending 
to  Mr.  Forster  periodically,  I  think  monthly,  state- 
ments as  to  the  status  of  his  various  loans  and  guar- 
antees he  had  made?  A.     That  is  correct. 

Q.  And  those  statements  w^ere  sent  to  Mr.  For- 
ster at  Issaquah,  were  they? 

A.     At  Issaquah,  yes. 

Q.    You  didn't  send  those  to  Mr.  Taylor? 

A.     No ;  no,  not  to  Mr.  Taylor.  [240] 
***** 
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Q.  You  testified  Friday,  I  believe,  thai  you 
believed  Mr.  Forster  did  no1  understand  financial 

statements.  Is  thai  your  testimony  today  ■'. 

A.  Excuse  me;  I  would  like  to  have  my  testi- 
mony road  back,  if  I  may,  because  I  believe  I  added 
some  remarks  to  the  Fad  thai  he  did  not. 

Q.  Well,  supposing  you  tell  us  then  in  thai  con- 
nection now  what  your  belief  is  with  regard  to  Mr. 
Forster's  understanding '. 

A.  My  belief  is  that  he  depended  entirely — upon 
Jtlie  different  items  that  made  up  a  financial  state- 
ment, he  depended  upon  Mr.  Taylor  getting  those 
facts  and  figures  together  for  him  in  statemenl 
form,  and  if  we  at  any  time  asked  him  as  t<>  a  com- 
parison between  [245]  a  previous  statemenl  and  this 
one  being  submitted  that  he  would  have  to  depend 
upon   Hicks   Taylor   explaining   the   difl  in 

them,  whether  it  was  up  or  down,  or  whatever  the 
progress  might  have  been. 

Q.  In  other  words,  he  depended  on  Mr.  Taylor 
to  go  back  to  the  books  and  records  of  his  corpora- 
tion that  Mr.  Taylor  had,  and  explain  the  differ- 
ence? A.     That  is  correct. 

Q.     On  the  books?  A.     Thai  is  correct. 

Q.  But  now,  with  regard  to  Mr.  Forster's  own 
understanding,  then  is  it  your  testimony  today  that 
Mr.  Forster  did  understand  a  financial  statement 
when  he  read  it? 

A.  With  Mr.  Forster  looking  at  a  financial  state- 
ment where  net  worth  is  shown  in  fiances.  I  can't 
deny  that  he  should  recognize  a  net  worth  figure 
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when  he  would  see  it.  I  say,  when  you  turn  around 
and  break  the  different  items  down  comprising  those 
statements,  then  he  had  to  have  assistance  in  being 
able  to  give  satisfactory  answers  as  to  what  the 
items  represented. 

Q.  But  where  the  net  worth  statement  was 
broken  down  into  various  items  such  as  cash,  ac- 
counts receivable,  accounts  payable,  inventory, 
equipment,  [246]  is  it  your  testimony  that  he 
couldn't  understand  those  items? 

A.  To  the  extent  that  he  depended  upon  others 
compiling  those  figures  and  giving  them  to  him  as 
a  completed  statement. 

Q.  Well,  you  are  speaking  now  that  perhaps  he 
would  depend  on  those  figures  coming  from  the 
books  that  were  kept  as  to  the  amounts  involved, 
but  I  am  asking  you,  Mr.  Donaldson,  whether  in 
your  belief,  which  I  think  was  the  word  you  used 
on  Friday,  whether  Mr.  Forster  could  understand 
the  nature  of  those  items  that  were  listed  on  these 
financial  statements? 

A.  He  would  have  to  have  some  knowledge  of 
the  existence,  somehow. 

Q.  I  am  not  asking  you  whether  he  would  have 
to  have,  but  whether  in  your  belief  he  did  have. 

A.  Not  a  complete  understanding  of  his  true 
financial  picture,  no. 

Mr.  LeSourd:    May  I  have  124? 

(Whereupon,   document  was  handed  to  Mr. 
LeSourd  by  the  Clerk.) 
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Q.  (By  Mr.  LeSourd) :  Mr.  Donaldson,  I  would 
like  to  find  out — first,  Lei  Dae  ask  you  this:  You  be- 
lieve— it  is  your  belief  then  thai  be  did  qoI  have 
a  complete  understanding  [247]  of  the  meaning  of 
the  various  items  that  were  listed  on  the  financial 
statement?  A.     Not   completely. 

Q.     Not  completely  I  A.     NO,  sir. 

Q.  And  Bpeaking  of  that,  you  were  referring  to 
the  various  statements  introduced  here  for  bis  busi- 
ness during  these  years,  were  you  \ 

A.  That  and  others  comprising  our  credit  files 
over  a  period  of  years. 

Q.  But  you  are  referring  to  this  type  of  financial 
statement?  A.     That  is  correct. 

Q.  I  am  anxious  to  find  out  just  what  in  your 
belief  Mr.  Forster  did  not  understand  about — com- 
pletely about — these  financial  statements.  I  am  re- 
ferring to  Plaintiff's  Exhibit  124,  which  is  the 
March  31,  1947,  financial  statement.  The  first  item 
is  cash  on  hand.  Did  he  understand  that  com- 
pletely? A.     I  am  assuming  that  he  would. 

Q.  I  am  not  asking  you  to  assume,  but  I  am 
asking  you  to  give  us  your  belief  as  to  what  he  did 
understand. 

A.  I  believe  he  did  understand  cash  on  hand. 
yes. 

Q.  And  the  accounts  receivable,  do  you  believe 
he  [248]  understood  that  to  be  the  amount  owed  I 

A.  To  the  extent  that  it  was  submitted  to  him 
as  the  accounts  receivable,  I  am  assuming  he  would 
take  it  as  being  right. 
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Q.  By  that,  you  are  simply  referring  to  the  fig- 
ure itself,  whether  the  figure  was  that  figure  or  some 
other  figure;  he  wouldn't  be  expected  to  bear  that 
in  mind,  would  he?  A.     I  don't  believe  so. 

Q.  But,  as  to  the  nature  of  the  item  Accounts 
Receivable,  he  certainly  understood  that? 

A.     As  accounts  receivable,  as  an  expression,  yes. 

Q.  All  right,  inventory,  do  you  think  he  under- 
stood what  an  inventory  was? 

A.     I  am  assuming  he  would. 

Q.  And  United  States  bonds,  do  you  think  he 
understood  that? 

A.     I  am  sure  he  understood  that  item. 

Q.     And  trucks?  A.     That  is  right. 

Q.  And  equipment,  the  same,  he  knew  what 
equipment  was? 

A.     Yes.  he  would  know  what  his  equipment  was. 

Q.  And  buildings  and  improvements,  he  under- 
stood [249]  that  item,  didn't  he? 

A.    I  am  assuming. 

Q.    And  real  estate,  did  he  understand  that? 

A.  Sir,  I  don't  know  what  I  am  being  cross- 
examined — certainly,  the  items  as  appearing  on  the 
statement,  he  can  read  and  understand  what  they 
are.  The  dollar  amount  opposite  is  what  I  am  try- 
ing to  imply,  that  I  do  not  believe  he  understood 
those  figures  completely. 

Q.  Mr.  Donaldson,  you  testified  on  Friday,  I  be- 
lieve, that  Mr.  Forster,  in  your  belief,  did  not  un- 
derstand these  financial  statements,  and  I  simply 
wanted  to  bring  out,  and  I  think  you  have  brought 
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out,  that  he  did  understand  these  Items  thai  went 

on  these  financial  statements. 

A.  The  man  would  have  to  be  ignoranl  if  he 
didn't  know  a  little  bit. 

Q.    And  Mr.  Forster  wasn't  ignorant,  was  he1 

A.    Not  to  that  extent. 

Mr.  LeSourd:    Yes,  thank  you.  Thai  is  all.  [250] 

Redirect  Examinal  lob 

Q.  (By  Mr.  Maxwell  continuing) :  Bid  you 
know  of  a  savings  account  in  Issaquah  at  the  time 
you  made  out  Exhibit  134? 

A.  We  knew  that  Mr.  Forster  did  have  a  sav- 
ings account  at  Issaquah,  yes. 

Q.  Bid  you  ask  him  how  much  was  in  the  ac- 
count ? 

A.     Not  at  this  particular  time,  no,  sir. 

Q.  Bo  you  know  whether  or  not  that  is  included 
in  [254]  that  item?  A.     I  do  not  knew. 

Q.  I  will  hand  you  Exhibit  55,  which  has  been 
identified  as  the  ledger  sheet  of  Account  198  and 
ask  you  to  state  the  balance  as  shown  in  that  ac- 
count on  Becember  31,  1949,  which  is,  as  T  under- 
stand, the  date  as  of  which  Exhibit  134  was  pre- 
pared? A.     As  of  Becember  31,  1949  ? 

Q.  Yes,  I  believe  that  is  the  date.  Is  that  the 
date  as  of  which  Exhibit  134  was  prepared  \ 

A.    Yes,  sir. 

Q.     Yes;  and  will  you  give  us  the  balance  in  ac- 
count 198,  the  savings  account  at  Issaquah,  as 
that  date? 
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A.  Well,  the  amount  is  shown  by  the  Issaquah 
record  here  as  Exhibit  No.  55,  and  the  deposit  bal- 
ance would  be  $93,974.98. 

Q.  Now,  I  will  hand  you  Exhibit  No.  89  and  ask 
you  what  that  document  is? 

A.  This  is  a  savings  account  ledger  sheet, — cor- 
rect me — it  is  a  certified  copy  of  a  ledger  sheet  of 
Peoples  National  Bank,  Exhibit  No.  89,  in  the 
name  of 

Q.  (Interposing)  Yes,  that  is  the  savings  ac- 
count of  Mr.  Forster  at  your  bank?  [255] 

A.     (Continuing)  Hans  and  Evelyn  Forster. 

Q.  Yes ;  can  you  find  the  balance  in  that  account 
in  your  bank  as  of  December  31,  1949? 

A.  The  balance,  according  to  this  record,  is  $82,- 
898.52. 

Q.  Now,  can  you  say  whether  or  not  account — 
the  balance  in  Account  198  is  included  in  the  figure 
Cash  on  Hand  of  Exhibit  134,  which  is  listed  at 
$87,000? 

A.  Well,  from  these  figures,  it  wouldn't  balance 
out.  *****  [2561 

Recross  Examination 

Mr.  Griffin:    May  I  read  the  memo? 
The  Court:    You  may. 

Mr.  Griffin:  Exhibit  A-l,  February  12,  1948, 
P.A.S. 

Q.    (By  Mr.  Griffin)  :    That  is  Phillip  A.  Strack? 
A.     Phillip  A.  Strack,  that  is  correct. 


United  States  of  America  2719 

(Testimony  of  Frank   B.  Donaldson.) 

Mr.  Griffin:  "Has  had  several  discussions  with 
Hans  Forster  and  his  accountant,  Sicks  Taylor, 
over  financing  of  a  new  Lee  cream  plant  on  their 
present  property  at  4058  Rainier  Avenue.  It  is  an- 
ticipated that  the  plant  and  equipment  will  cosl  ap- 
proximately $200,000  and  while  they  originally 
asked  for  a  maximum  loan  they  have  now  agn 
that  they  can  get  by  with  a  mortgage  loan  of  $100,- 
000.  We  have  been  supplied  with  financial  state- 
ments as  of  December  31,  1947  from  Issaquah 
Creamery  Company,  Incorporated,  Alpine  Dairy, 
[261]  Apex  Farms,  Incorporated,  and  Finstad  and 
Utgard,  Incorporated. 

Hans  Forster  has  with  the  Washington  State 
Bank,  Issaquah,  approximately  $100,000  on  deposit. 
He  has  better  than  $60,000  on  deposit  in  our  Bavings 
account.  He  owns  free  and  clear  $50,000  in  United 
States  Treasury  Bonds  and  has  securities  with  a 
market  value  of  approximately  $24,000.  He  will 
sell  his  securities  and  use  some  of  his  reserves  to 
cover  the  difference  between  $100,000  mortgage  and 
the  cost  of  the  building.  We  have  asked  that  he  give 
us  the  name  of  the  contractor  showing  us  the  firm 
bid  and  other  details  of  a  final  contract.  The  appli- 
cation was  discussed  at  our  executive  direct 
committee  on  February  10,  and  they  approved  our 
loaning  one  hundred  thousand  dollars,  payable 
twenty-five  thousand  dollars  a  year,  secured  by  real 
estate  and  chattel  mortgage  on  the  new  plant.  We 
have  attempted  to  discourage  Hans  Forster  from 
building  at  this  time,  but  he  lias  a  number  of  logi 
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arguments,  and  we  finally  committed  to  go  along 
on  the  [262]  above  basis  because  of  our  past  experi- 
ence with  Hans  Forster  and  on  the  strength  of  his 
financial  condition.     F.B.D." 

Q.     (By  Mr.  Griffin):     That  is  yourself? 

A.     That  is  correct. 

Q.  So  that  on  February  12th,  on  or  about  the 
period  February  10  to  February  12,  1948,  Hans 
Forster  in  the  presence  of  Hicks  Taylor  advised 
you  and  your  bank  that  he  had  $100,000  on  deposit 
in  the  Washington  State  Bank  at  Issaquah,  is  that 
correct?  A.     That  is  correct.  *****  [263] 

Direct  Examination 

The  Court :  The  question  is,  how  many  times  was 
he  in  the  bank  to  the  best  of  your  recollection  from 
[269]  the  information  you  have,  Mr.  Donaldson, 
between  the  dates  December  31,  1944,  to  December 
31,  1949? 

A.  According  to  the  records  from  our  credit 
file  from  the  period  of  December  31,  1945  to  De- 
cember 31,   1949 

Q.  (By  Mr.  Maxwell  continuing)  :  1944,  I  be- 
lieve it  would  be. 

A.  Excuse  me;  1944  through  1949,  Mr.  Forster 
discussed  items  of  banking  in  our  credit  files  68 
times. 

Q.  And,  on  those  occasions,  how  many  times  was 
he  accompanied  by  Mr.  Taylor? 

A.  According  to  our  files,  or  the  comment,  Mr. 
Taylor  was  with  him  13  times. 

Mr.  Maxwell:     No  further  questions.  ***** 
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a  witness  called  for  and  on  behalf  of  the  Plaintiff, 

upon  being  first  duly  sworn,  testified  as  follows: 

Direci  Examination 

The  Clerk:  I  want  your  full  name  and  the  spell- 
ing of  your  name,  please. 

The  Witness:    Raymond  J.  Schneider. 
The  Clerk:    S-c-h-n-e-i-d-e-r  (spelling)  ! 

The  Witness:    Yes,  sir. 

Mr.    Obonour:      Would    you    state    your    name, 

please,  for  the  jury? 

The  Witness:     Raymond  J.  Schneider. 

Q.  (By  Mr.  Obenour) :  And  where  do  you  live, 
Mr.  Schneider?  A.     Renton,  Washington. 

Q.     And  what  was  your  occupation? 

A.    As  what  time? 

Q.     What  is  your  occupation  now? 

A.  President  of  the  South  End  Beverage  Com- 
pany. 

Q.  x\nd  have  you  ever  been  affiliated  with  Ren- 
ton Ice  and  Ice  Cream  Company?  A.   Yes,  sir. 

Q.  And  when  would  that — do  you  still  have  su<-h 
a  relationship? 

A.  I  had  until  the  name  was  changed  of  the 
company. 

Q.  And  what  wras  your  position  with  the  Renton 
Ice  and  Ice  Cream?  A.    President  and  man; 

Q.  And  when  was  the  name  of  the  company 
changed?  A.    January,  1953,  I  believe. 

Q.     And  is  that  company  still  in  iwidence? 

A.    Yes,  sir. 
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Q.  And  you  are  presently  affiliated — what  is  the 
name  of  it— South  End? 

A.     Beverage  Company. 

Q.     And  who  else  is  in  that  company  with  you  ? 

Mr.  Griffin:    Objected  to  as  immaterial. 

The  Court:  I  can't  tell.  If  you  state  it  is  ma- 
terial, Mr.  Obenour,  the  Court  will  have  to  act  on 
your  representation. 

Q.  (By  Mr.  Obenour  continuing) :  Does  Mr. 
Forster  have  any  interest  in  the  South  End  Bever- 
age Company?  A.     Yes,  sir. 

Q.  And  is  this  the  same  company  that  was  for- 
merly Renton  Ice  and  Ice  Cream,  and  is  now  South 
End  Beverage?  A.     That  is  right. 

*****  [279] 

Q.  Now,  what  was  your  practice  then  as  to  Issa- 
quah  Creamery?  How — would  you  make  purchases 
from  them?  A.     Yes,  sir. 

Q.    What  would  you  purchase  from  them? 

A.    Ice  cream  mix,  mainly.  [299] 

Q.  How  would  those  transactions  be  handled  in 
the  manner  of  keeping  the  account? 

A.  The  driver  would  bring  the  mix,  and  give 
us  an  invoice  upon  it,  and  we  would  put  it  in  the 
file.  We  might  have  three  or  four  in  a  two- week 
period.  Then  we  would  get  a  statement  from  them, 
and  I  would  check  the  purchase  against  the  amount 
of  the  statement  so  that  we  knew  it  was  correct  and 
write  a  check  which  I  mailed  to  the  Issaquah 
Creamery  and  on  the  statement  record  the  check 
number  and  the  date  it  was  paid. 
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The  Clerk:     Plaintiffs  Exhibit  No.  200  marked 

for  identification. 

(Plaintiff's  Exhibit  No.  200  marked  for  iden- 
tification.) 
Q.    (By  Mr.  Obenour) :     I  hand  you  whai  has 

been  marked  for  identification  as  Plaintiff's  Exhibit 

200  and  ask  if  yon  can  identify  those,  pleas* 

A.  They  all  seem  to  be  statements  with  invoices 
attached  just  as  I  have  been  telling.  It  was  exactly 
that  procedure.  Here  is  the  statement  we  goi  every 
two  weeks  and  attached  to  it  the  invoices  and  ship- 
ments we  would  have  in  the  two  weeks. 

Q.    From  what  company  I 

A.  Issaquah  Creamery,  mainly.  There  is  one  in 
here,  I  [300]  believe,  from  someone  else.  That  is 
from — this  one  says — Highland  Drugstore.  I  don't 
know  whether  it  is  in  regard  to  one  of  the  state- 
ments or  not.  There  is  the  amount  for  that.  This  is 
3-23-44,  Highland  Drugstore,  Renton  Highlands, 
March  20th,  a  list  of  syrups  that  we  sold  them. 

Q.  TVas  that  included  in  the  account  to  Issa- 
quah?   .         A.     $193.44.  T  don't  see  it  on  there. 

Q.     That  was  an  inadvertence? 

A.     Yes,  I  think  so. 

Mr.  Obenour:  May  we  remove  that,  if  the  Court 
please?  Tt  was  an  inadvertence. 

The  Court:  Tt  hasn't  been  admitted.  You  may 
remove  it,  if  you  wish.  Do  Counsel  wish  to  see  it 
before  it  is  removed? 

Mr.  Griffin:    No,  your  Honor. 

Mr.  LeSourd:     No,  your  TTonor. 
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Q.  By  Mr.  Obenour)  :  The  rest  of  them  were 
what  then? 

A.  They  are  all  purchases  and  payments,  Issa- 
quah  Creamery,  for  Mix. 

Q.  And  the  check  is  the  check  that  paid  that  in- 
voice, is  that  correct,  on  that  statement? 

A.  That  is  right.  I  believe  they  all  correspond, 
so  far  as  I  can  see,  yes. 

Mr.  Obenour:    All  right.  May  I  have  it,  please? 

We  offer  200,  if  the  Court  please. 

Mr.  Griffin:    We  have  no  objection. 
*  *  *  *  *   [302] 

Q.  (By  Mr.  Obenour)  :  I  hand  you  Plaintiff's 
Exhibit  199,  sub  A  through  [314]  J,  inclusive,  and 
ask  you  to  refer  to  your  check  register  for  the  year 
1945,  particularly  the  month  of  April,  1945. 

A.    Yes,  sir. 

Q.  Directing  your  attention  to  April  11,  1945, 
do  you  find  an  entry  there  pertaining  to  an  item 
of  two  thousand  dollars  to  yourself? 

A.    Yes,  sir. 

Q.  And  would  you  explain  that  transaction, 
please? 

A.  Yes.  I  drew  two  thousand  dollars,  for  which 
I  wrote  a  check  to  myself,  and  signed  a  note  which 
showed  payment — it  was  a  note  that  I  took  as  an 
advance  for  that  year.  I  signed  a  note  for  it. 

Q.  And  that  was  an  advance  on  your  own  sal- 
ary ?  A.     Yes. 

Q.  Now,  directing  your  attention  to  your  books 
there  for  April  17,  1945,  particularly  as  to  checks 
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3180,  3181,  and  3182.  Wlmi  does  your  record  show 

as  to  those  entries? 

A.     Yon  want  check  No.  3180  to  start  with  '. 

Q.    Right. 

A.     That  is  a  check  payable  to  myself. 

Q.     On  what  date,  please? 

A.     On  April  17th. 

Q.    And  in  whal  amount?  A.    $317. 

Q.     And  what  is  check  3181?  [315] 

A.     Check  payable  to  Mazie  R.  Basket  for  $2,317. 

Q.    And  3182? 

A.     Check  payable  to  myself  for  $1,158.50. 

Q.    And  3183? 

A.  Check  payable  to  Mazie  R.  Basket  for 
$1158.50. 

Q.    Who  drew  those  checks? 

A.     I  drew  them. 

Q.     And  who  filled  in  the  check  regisfc 

A.     I  did. 

Q.  And  who  made — what  is  the  distribution  .' 
How  was  that  charged  up?  A.     Notes  payable. 

Q.     Pardon?  A.     Notes  payable. 

Q.     Notes  payable?  A.     Yes. 

Q.     And  who  made  that  charge? 

A.     On  the   distribution  side? 

Q.    Yes. 

A.     I  think  the  office  girl. 

Q.  Now,  what  were  those  notes  payable;  what 
was  that  in  notes  payable?  Would  yon  explain  that 
transaction  ? 

A.     This  was  in  April.  Well,  T  would  say  that 
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it  was  the  balance  of  our  salary — this  is  April — 

the  year  is  what  I  wanted  to  make  sure  of.  [316] 

Q.    Doesn't  the  books  show  all  that? 

A.  This  book  is  August  1,  1944,  to  May  26, 
1945,  so  that  this  would  be  April  in  1945. 

Q.  Now,  did  you  have  notes  that  you  had  re- 
ceived from  the  company  at  that  time? 

A.     I  think  so. 

Q.    What  were  they  for? 

A.     Balance  of  salary  of  1944. 

Q.    And  what  was  the  note  you  had? 

A.     The  note  that  I  had? 

Q.     Yes. 

A.     Balance  of  salary  for  1944. 

Q.     In  what  amount? 

A.  $317  if  I  am  right;  that  is  what  this  indi- 
cates. 

Q.    And  who  made  the  entry  there? 

A.     The  entry  in  the  checkbook  is  made  by  me. 

Q.     And  the  distribution? 

A.     Office  girl,  I  think. 

Q.  And  who  directed  the  manner  in  which  they 
were  to  be  entered?  A.     Mr.  Taylor. 

Q.     Mr.   Taylor  entered  it?  A.    Yes. 

Q.  Now,  how  did  that  enter  into  the  note  of  two 
thousand  dollars  that  you  withdrew  in  April  11th? 

A.  This  would  appear  to  be  the  balance  of  my 
salary.  I  had  drawn  the  two  thousand.  This  would 
be  the  balance  of  it. 

Q.     For  actual  notes  prepared? 

A.     I  believe  so. 
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Q.     And  who  signed  them  '. 

A.  They  would  be  signed  by  me  and  possibly 
somebody  else. 

Q.  Do  you  have  a  recollection  of  such  notes  be- 
ing made? 

A.  I  have  of  some  years.  T  wouldn't  be  sure 
about  this  year. 

Q.  How  was  this  matter  set  up  then  as  to  these 
notes?  A.     How  was  it  set  up? 

Q.  Yes,  how  would  they  set  up  this  system  of 
writing  notes  to  you  and  Mr.  Basket  I 

A.  If  the  balance  of  our  salary  was  not  paid  at 
the  end  of  the  year,  we  received  notes  for  the  bal- 
ance of  the  salary  until  we  had  money  to  pay  them. 

Q.  For  what  reason  did  you  receive  notes  at  the 
end  of  the  year? 

A.  Probably  because  there  wouldn't  be  cash  in 
the  bank. 

Q.  So  that  if  your  cash  was  low,  you  would  not 
pay  off  the  balance  of  your  salary  at  the  end  of 
the  year?  [318]  A.     Quite  right,  yes. 

Q.  I  hand  you  what  has  been  marked  for  identi- 
fication as  Plaintiff's  Exhibit  No.  203  and  ask  if 
you  can  identify  those,  please  .; 

A.     They  are  three  of  the  cheeks  in  question. 

Q.    Which  three  are  those,  please  1 

A.  The  first  one  is  made  to  me  that  you  hand 
me  for  $1158.50. 

Q.    What  check  number  is  that,  please! 

A.  3182;  the  second  one  is  3183,  payable  to  Mazie 
R.  Basket  for  $1158.50.  The  third  one  is  3181  pay- 


2728  Hans  Forster  vs. 

(Testimony  of  Raymond  J.  Schneider.) 
able  to  Mazie  R.  Basket  for  $2,317.00. 

Mr.  Obenour:  I  might  offer  them  at  this  time, 
if  the  Court  please. 

Mr.  Griffin:    We  have  no  objection. 

Mr.  LeSourd:    We  have  no  objection. 

Mr.  Keesling:    No  objection. 

The  Court:  Exhibit  203  for  identification  may 
be  admitted. 

(Plaintiff's  Exhibit  No.  203  admitted  in  evi- 
dence.) 

Mr.  Obenour :  I  would  read  them  to  the  Court  at 
this  time. 

The  Court :    You  mean  to  the  Jury  % 

Mr.  Obenour:     Yes,  if  the  Court  please. 

The  Court:    You  may.  [319] 

Mr.  Obenour:  Check  3181,  Renton  Ice  and  Ice 
Cream  Company,  April  17,  1945,  pay  to  the  order  of 
Mazie  R.  Basket,  $2,317.00,  Renton  Ice  and  Ice 
Cream  Company,  and  then  the  stamp  protector  of 
the  same  amount,  Two  Thousand  Three  Hundred 
and  Seventeen  Dollars,  signed  R.  J.  Schneider  and 
Hans  Forster,  and  directed  to  the  Renton  Branch 
of  the  Peoples  National  Bank  and  the  endorsement 
on  that  is  Mazie  R.  Basket. 

3183  is  a  check,  Renton  Ice  and  Ice  Cream  Com- 
pany, Renton,  Washington,  April  17,  1945,  pay  to 
the  order  of  Mazie  R.  Basket,  $1,158.50,  signed  R.  J. 
Schneider,  Hans  Forster,  and  it  is  directed  to  the 
Renton  Branch  of  the  Peoples  National  Bank. 

And  3182  is  a  check  of  the  Renton  Ice  and  Ice 
Cream  Company  of  Renton,  Washington,  April  17, 
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1945,  pay  to  the  order  of  Et.  J.  Schneider,  $1,158.50, 

signed  R.  J.  Schneider  and  Hans  Forster. 

And  Mr.  Schneider's  check,  the  last  one,  ua  en- 
dorsed R.  J.  Schneider,  and  hears  the  stamp  en- 
dorsement of  Pay  to  the  Order  of  Essaquah  State 
Bank,  [ssaquah,  Washington,  and  [ssaquah  Cream- 
ery Company,  Alpine  Dairy  Products,  and  I'. 
Forster. 

And  the  check  to  Mrs.  Baskei  in  the  amounl  of 
$1,158.50  bears  the  endorsement   Mazie   B;  and 

Issaquah     State     Bank,     Issaquah,     Washington, 
stamped  endorsement,  [320]  Pay  to  the  Order  of 
Issaquah  State  Bank,  Issaquah,  Washington,   I 
quah  Creamery  Company,  Alpine  Dairy  Products, 
and  Hans  Forster. 

Q.  (By  Mr.  Obenouf):  Now,  Mr.  Schneider, 
would  you  please  explain  what  happened  to  the 
check  in  the  amount  of  $1158.  and  the  check  to  Mrs. 
Basket  in  the  same  amount  as  to  the  matter  of 
the  enforcements 

Mr.  Cox :    If  he  knows. 

The  Court:  I  assume  that  he  will  not  answer 
unless  he  knows. 

A.    I  know  what  happened  to  mine. 

Q.  (By  Mr.  Obenour):  What  happened  to 
yours  ? 

A.    I  endorsed  it  and  mailed  it  to  Hans  Forster. 

Q.     And  why  did  you  do  that! 

A.  As  instructed  by  Mr.  Taylor.  Tt  was  for  work 
that  Mr.  Forster  had  done  for  the  company. 

Q.     And 
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Mr.  Cox:    I  didn't  get  that  last  answer. 

The  Court:    Mr.  Reporter,  read  the  answer. 

(Whereupon,  preceding  answer  was  read  by 
the  reporter.) 

Q.  (By  Mr.  Obenour) :  Now,  what  was  that 
check  that  you  received  charged  to  in  the  check 
register?  [321]  A.     Notes  payable. 

Q.  And  whose  notes  payable  was  that  credited 
against?  A.     Mine,  I  would  think. 

Q.  To  your  knowledge,  in  keeping  with  that  book 
was  this  income  that  was  charged  to  the  salary  of 
six  thousand  dollars  you  were  to  receive1? 

A.    Yes,  sir. 

Q.  And  the  Basket  check,  would  you  describe 
the  comparison  of  the  amounts  of — you  said  you 
had  received  $317?  A.    Yes,  sir. 

Q.  And  you  had  previously  received  two  thou- 
sand dollars?  A.    Yes. 

Q.  Would  that  make  the  total  of  your  interest 
in  this  $2,317?  A.    Yes. 

Q.  And  is  that  the  amount  that  Mrs.  Basket  re- 
ceived ?  A.    Yes. 

Q.  And  this  was,  I  believe  you  stated,  after  the 
death  of  Mr.  Basket?  A.    Yes. 

Q.  And  the  amount  of  $1,158.50  is  what  propor- 
tion to  yours,  then? 

A.    Half  of  it,  I  believe.   Let  me  see — yes,  half. 

Q.  And  the  endorsement  of  Mrs.  Basket's  check 
is  what? 

Mr.  Cox:  If  the  Court  please,  that  has  already 
been  read  to  the  jury. 
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The  Court:     Pardon? 

Mr.  Cox:    That  has  already  been  read  to  the  jury. 
The  Court:    Mr.  Reporter,  read  the  question. 

(Whereupon,    preceding   question    was    read 

by  the  reporter.) 

Mr.  Obenour:     I  will   rephrase   It,   if  the  Court 
please. 
Q.     (By  Mr.  Obenour) :    Directing  your  attention 

to  the  endorsement,  can  you  account  \\>v  the  en- 
dorsement on  the  back  of  Mrs.  Basket's  check  in 
the  amount  of  $1,158  in  accordance  with  the  direc- 
tions received  by  you  from  Mr.  Taylor? 

Mr.  Cox:  I  object  unless  ho  knows  what  Mrs. 
Basket  did,  and  what  instructions  she  received. 

The  Court:  If  he  doesn't  know,  he  should  not 
state.  You  may  only  state  what  you  know,  and  not 
what  you  presume. 

Now,  if  you  have  any  knowledge,  you  may  ansv.  <  1 . 

The  Witness:  Would  you  try  that  question 
again  f 

The  Court:    Mr.  Reporter,  read  the  question. 

(Whereupon,  preceding  question  was  read  by 
the  reporter.)   [323]  A.     Yes. 

Q.     (By  Mr.  Obenour):    And  what  is  it,  pleas 

A.  She  did  the  same  thins:  as  I  did.  She  en- 
dorsed it,  and  then  it  was  re-endorsed  by  Hans  For- 
ster,  and  his  companies. 

Q.    Now,  who  directed  that  that  be  done  ! 

Mr.  Cox:    If  he  knows. 

A.     The  direction  came  from  Mr.  Taylor. 
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Q.  (By  Mr.  Obenour) :  Now,  how  was  this 
amount  reached?  A.     Sir? 

Q.  How  was  the  amount  of  these  checks  deter- 
mined ? 

A.  The  balance  of  our  salary  here  in  each  case, 
mine  and  Mrs.  Basket's,  was  divided  in  half,  as  I 
see  it  here,  and  that  half  went,  one  half  of  it  went, 
to  Mr.  Forster. 

Q.  Here — who  computed  the  amounts  that  those 
checks  were  made  out  in?  A.     Mr.  Taylor. 

Q.  And  those  were  the  amounts  that  made  up  the 
total  then  of  your  income  and  the  income  of  Mrs. 
Basket,  is  that  correct? 

A.  This  was  the  balance  of  our  past  salary  after 
what  we  had  drawn,  I  believe. 

Q.  And  that  was  for  the  year  that  you  received 
in  [324]  1945? 

A.     (Witness  nodded  in  the  affirmative.) 

Q.  Now,  did  you  pay  income  tax  yourself  on 
the  total  amount  of  six  thousand  dollars  in  that 
year?  A.     I  think  I  did. 

Q.    Bid  you  receive  the  full  amount 

The  Court:  (Interposing)  "That  year," — you 
mean  1944? 

Mr.  Obenour:    Yes,  sir;  1944,  pardon  me. 

Q.  (By  Mr.  Obenour  continuing) :  Were  you 
on  a  calendar  or  fiscal  year?  A.     Fiscal  year. 

Q.     And  the  same  as  your  company? 

A.     Oh,  no;  not  personally. 

Q.    Yourself?  A.     Calendar  year. 

Q.     And  did  you  for  the  year  of  1944  take  the 


United  States  of  America 

(Testimony  of  Raymond  J.  Schneider.) 

full  amount  of  six  thousand  dollars  in  your  own 

income  tax? 

A.    I  couldn't  say  withoul  seeing  the  return. 

Q.  Calling  your  attention  to  August  27,  1945,  on 
your  entry  there.  A.    Y< 

Q.    August  27,  L945.  A.     STes,  hi-.  [325] 

Q.  You  have — calling  your  attention  to— check 
No.  2426  and  2427  ?  A.     Yes,  sir. 

Q.  Would  you  please  slate  what  those  checks 
are? 

A.  The  first  one  is  to  R.  J.  Schneider,  balance 
salary,  $3600;  the  second  one  is  payable  to  Mazie 
Basket,  $4,110.00. 

Mr.  Griffin:  T  think  the  record  should  show  that 
the  witness  is  now  reading,  if  I  am  correct,  from 
199-A. 

The  Court :    Is  it  marked  there  ? 

Mr.  Griffin:     199  something. 

The  Witness:    It  isn't  "A,"  I  don't  believe.  "C." 

Mr.  Griffin:     "C"? 

The  Witness:    "C." 

The  Court:  All  right,  and  the  numbers  on  the 
check  refer  to  the  numbers  appearing  in  that  cheek 
register,  is  that  correct'/ 

The  Witness:     That  is  correct. 

The  Court:    Now,  the  first  check  was  2426  ? 

The  Witness:     2426,  yes,  sir. 

The  Court:     And  the  second  one  was  24271 

The  Witness:     2427. 

The  Clerk:  Plaintiff's  Exhibit  No.  204  marked 
for  identification.  [326] 
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(Plaintiff's  Exhibit  No.  204  marked  for  iden- 
tification.) 

Q.  (By  Mr.  Obenour)  :  Would  you  please  de- 
scribe dates  and  the  amount  and  the  payee  of  those 
checks,  please? 

A.  The  date  is  August  20th,  the  first  was  made 
to  myself,  R.  J.  Schneider,  balance  salary,  No.  2426, 
for  $3600. 

Q.    Now,  who  drew  that  check? 

A.     Mr.  Taylor. 

Q.  And  who  filled  out  the  check  register,  or 
made  distribution?  Or,  rather,  who  filled  out  the 
check  register?  A.    Mr.  Taylor. 

Q.     Who  made  distribution?  A.     I  did. 

Q.    And  to  what  was  the  distribution  made? 

A.    Wages  and  salary. 

Q.  And  who  determined  it  should  be  charged  to 
wages?  A.    Mr.  Taylor. 

Q.     And  to  whose  salary  account  was  it  charged? 

A.     My  own. 

Q.  And  was  this  the  balance  then  that  you  say 
you  had  drawn  three  hundred  dollars  a  month  for 
twelve  months  preceding?  [327]  A.     Yes. 

Q.  And  this  was  the  balance  then  of  the  amount 
coming  to  you?  A.     Yes,  sir. 

Q.     Now,  as  to  2427,  would  you  describe  that? 

A.  The  same  date,  8-20,  payable  to  Mazie  Bas- 
ket, check  No.  2427,  $4,110. 

Q.     And  who  drew  this  check  ? 

A.     Mr.  Taylor. 

Q.     And  who  filled  the  check  register? 
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A.     Mr.  Taylor. 

Q.    And  who  made  distribution  '.  A.     r  did. 

Q.    And  to  what  was  thai  charged  I 

A.     Wages  and  salary. 

Q.    And  whose  wages  was  thai  charged  to? 

A.     Mazie  Basket's. 

Q.  And  that  also  brought  her  total  up  then  to 
the  same  as  your  own? 

A.     Yes,  that  is  right. 

Q.  I  would  ask  if  you  can  identify  two  checks 
identified  as  Plaintiff's  Exhibit  No.  204  for  identi- 
fication, please? 

A.     Those  are  the  two  checks  we  just  spoke  of. 

Q.  Are  those  the  checks  which  you  have  just 
described?  [328]  A.    Yes,  sir. 

Mr.  Obenonr:  We  will  offer  them,  if  the  Court 
please. 

Mr.  Griffin:    No  objection. 

Mr.  LeSourd:    No  objection. 

Mr.  Keesling:     No  objection. 

The  Court:  Exhibit  204  for  identification  may 
be  admitted. 

(Plaintiff's  Exhibit  204  admitted  in  evidence.) 

Mr.  Obenour:  I  would  read  these,  if  the  Court 
please,  to  the  Jury. 

Also  Renton  Tee  and  Ice  Cream  Company,  on 
No.  2427,  Renton,  Washington,  August  27.  L945, 
pay  to  the  order  of  Mazie  Basket,  $4,110,  signed 
R.  J.  Schneider,  L.  Hicks  Taylor,  and  directed  to 
the  Renton  Branch  of  the  Peoples  National  Bank: 
2426,  Renton  Tee  and  Ice  Cream  Company,  Renton, 
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Washington,  August  27,  1945,  pay  to  the  order  of 
R.  J.  Schneider,  thirty-six  hundred  dollars,  signed 
R.  J.  Schneider,  L.  Hicks  Taylor. 

Mr.  Schneider's  check  is  endorsed  R.  J.  Schnei- 
der, and  Mrs.  Basket's  check  is  endorsed  Mazie 
Basket. 

Q.  (By  Mr.  Obenour) :  Would  you  tell  the 
Court,  please,  what  you  did  [329]  with  those 
checks?  A.     They  were  cashed  at  the  bank. 

Q.     What  bank? 

A.     Peoples  National  Bank  of  Renton. 

Q.  And  what  did  you  do  with — how  did  you  get 
Mrs.  Basket's  check? 

A.  Mrs.  Basket  endorsed  it  and  gave  it  back 
to  me. 

Q.  And  what  did  you  do  then?  Did  you  cash 
her  check  as  well  as  your  own? 

A.     I  think  I  did. 

Q.  And  what  did  you  do  with  the  proceeds  then 
of  the  total  amount  of  $7,710? 

A.     It  is  possible  I  bought  cashier's  checks.  [330] 

***** 

Q.  (By  Mr.  Obenour) :  At  the  recess,  I  asked 
you  what  you  had  done  with  the  two  checks  of  $3600 
to  yourself  and  $4110  to  Mazie  Basket  in  the  total 
of  $7,710,  and  I  believe  you  stated  that  you  had 
cashed  them  at  the  Renton  Bank? 

A.    Yes,  sir. 

Q.  And  what  did  you  do  with  the  proceeds  of 
that? 

A.     I  think  I  bought  cashier's  checks  with  them. 
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Q.    I  hand  yon  whal  has  been  marked  for  iden- 
tification  as  Plaintiff's  Exhibil  77  and  identified 
or  is  it  admitted — it  lias  been  admitted     pardon  me 

— and  identified  as  an  order  for  cashii  eck  and 

a  cashier  check  and  ask  yon  if  yon  can  identify 
■,  yourself,  please?  [331]  A.    Y< 

Q.     And  what  is  that,  please? 

A.  The  One  is  the  order  for  a  cashier's  check 
signed  by  me  at  the  bank. 

Q.     On  what  date,  please? 

A.     On  August  29,  1945. 

Q.     And  in  what  amount?  A.     $2,755. 

Q.     And  what  is  the  other  document  there? 

A.     That  is  the  cheek  itself. 

Q.    And  to  whom  is  it  addressed? 

A.     Hans  Forster. 

Q.     And  in  what  amount?  A.     $2,755. 

Q.     And  what  date?  A.    August  29,  19 1". 

Q.  And  you  received  the  original  of  that  cash- 
ier's check?  A.     Yes,  sir. 

Q.     And  what  did  you  do  with  it  I 

A.     I  mailed  it  to  Mr.  Forster. 

Q.  And  for  what  reason  did  you  mail  it  to  Mr. 
Forster  ? 

A.     I  was  so  instructed  by  Mr.  Taylor. 

Q.  Now,  in  April,  1945,  two  checks  totalling 
$2,317  [332]  were  sent  to  Mr.  Forster  and  in  Aug- 
ust, 1945,  that  cashier's  check  in  the  amount  of 
$2,755  was  sent  to  Mr.  Foster,  totalling  $5,072  paid 
to  Mr.  Forster  in  1945. 
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Why  were  not  checks  written  directly  to  Mr.  Fos- 
ter for  those  amounts'? 

A.     I  couldn't  say  why  they  weren't. 

Q.  They  were  charged  to  your  salary  and  to  the 
salary  of  Mrs.  Basket?  A.     Yes. 

Q.     Did  Mr.  Forster  have  a  salary  account? 

A.     No,  sir. 

Q.  Was  he  credited  with  any  salary  at  your 
company?  A.  No,  sir. 

Q.  I  hand  you  what  has  been  marked  for  iden- 
tification as  Plaintiff's  Exhibit  25  which  has  been 
identified  as  the  income  tax  return  for  the  Renton 
Ice  and  Ice  Cream  Company  for  the  fiscal  year  1945. 

First,  when  was  the  fiscal  year  for  your  company  ? 

A.     July  31st  was  the  end  of  our  year. 

Q.  I  will  ask  you  if  you  can  identify  that, 
please  ?  A.     Yes,  sir. 

Q.  And  whose  signatures  are  on  the  bottom  of 
that  tax  return? 

A.  R.  J.  Schneider,  president;  L.  Hicks  Taylor, 
secretary.  [333] 

Q.     Is  that  your  signature?  A.     It  is. 

Q.  And  is  that  the  tax  return  of  the  Renton  Ice 
and  Ice  Cream  Company  for  the  fiscal  year  1945 — 
of  your  corporation?  A.     Yes;  yes,  it  is. 

Mr.  Obenour:  I  will  offer  Plaintiff's  Exhibit  25 
at  this  time. 

Mr.  Griffin:    No  objection. 

Mr.  LeSourd:    No  objection. 

Mr.  Keesling:    No  objection. 
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The  Court:    Exhibit  25  for  identification  may  be 

admitted. 

(Plaintiff's  Exhibit   No.  25  admitted  in  evi- 
dence.) 

Q.  (By  Mr.  Obenour) :  I  call  your  attention, 
please,  to  the  item  of  Officers'  Salary  on  the  first 
page  of  Exhibit  25,  and  would  you  read  thai 
amount,  please?  A.    Officers'  SalaTy,  $6,000. 

Q.  And  calling  your  attention  to  the  inner  page, 
the  main  section,  the  item  Schedule  P,  compensation 
of  officers  there,  what  is  that  item,  please  ' 

A.  R.  J.  Schneider,  Renton,  Washington,  presi- 
dent, entire  time  devoted  to  business,  one-third  com- 
mon stock,  [334]  amount  of  compensation  six  thou- 
sand dollars. 

Q.  Did  you  declare  six  thousand  dollars  on  your 
own  tax  return?  A.     I  think  so. 

Q.  Did  you  receive  six  thousand  dollars  from 
Renton  Ice  and  Ice  Cream  Company  in  the  year 
ending  that  this  represented,  for  the  fiscal  year 
1945? 

Mr.  Cox:  If  the  Court  please,  the  checks  are  in 
evidence  for  what  he  received. 

The  Court:     Objection  overruled. 

A.     I  think  so. 

Q.  (By  Mr.  Obenour) :  Did  you  receive  the  en- 
tire amount  of  six  thousand  dollars  .; 

The  Court:  (Interposing):  Did  you  say  you 
thought  so? 

The  Witness:    I  think  so,  yes. 

Q.     (By  Mr.  Obenour  continuing) :    Did  you  re- 
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ceive  the  entire  amount  of  six  thousand  dollars  for 

your  own  use  during  that  year? 

A.     I  received  that  amount. 

Q.  And  does  that  include  the  amount  then  that 
you  have  stated  you  paid  back  to  Mr.  Forster? 

A.     It  would  include  that  amount. 

Q.  And  did  you  pay  taxes  then  on  the  entire 
six  [335]  thousand  dollars  ?  A.     Yes. 

Q.     And  by  whom  was  that  tax  paid? 

A.     I  believe  it  was  paid  by  the  company. 

Q.     The  entire  amount  was  paid  by  the  company  ? 

A.  Now,  I  will  have — they  were  withholding  tax 
each  time  on  the  amount  that  I  drew  by  the  month. 

Q.  And  the  tax  was  withheld  in  the  entire 
amount  from  your  salary?  A.     Yes. 

Q.     For  six  thousand  dollars? 

A.     The  amount  I  drew  by  the  month. 

Q.    Yes. 

A.    Whatever  that  amount  was,  yes. 

Q.  Did  you  make  any  inquiry  as  to  whether  or 
not  Mr.  Taylor  or  Mr.  Forster — as  to  why  you 
should  enter  six  thousand  dollars  on  the  tax  return 
of  the  corporation  of  which  you  were  president, 
which  in  fact  included  money  to  Mr.  Forster? 

Mr.  Griffin:  I  object  to  the  form  of  the  question; 
no  question  as  to  Mr.  Forster.   Compound. 

The  Court:     Objection  sustained. 

Q.  (By  Mr.  Obenour  continuing) :  Did  you 
make  any  inquiry  of  Mr.  Forster  as  to  why  on  the 
tax  return  you  signed  as  president   [336]   and  in- 


United  States  of  A  mcrica  27 1 ! 

(Testimony  of  Raymond  J.  Schneider.) 
eluded  the  amount  six  thousand  dollars  which  in- 
cluded money  paid  to  Mr.  Korslf-r^ 

A.    I  don't  remember  I  did. 

Q.  Did  you  make  any  such  inquiry  of  Mr.  Tay- 
lor! A.    I  don't  remember  that  r  did. 

Q.     For  what  reason  did  you  include  thai  amount 
on  your  tax  return  without  making  any  inquirj 
including  the  amounts  paid  to  Mr.  Forster? 

A.     I  didn't  make  out  the  return. 

Q.     Who  made  out  the  return? 

A.     Mr.  Taylor. 

Q.     Who  made  out  your  return? 
A.     Mr.  Taylor. 

Q.  Did  you  sign  the  tax  return  of  your  own — of 
the  corporation  and  your  own  tax  return  for  that 

year?  A.     I  think  I  did.  [337] 

***** 

Q.  (By  Mr.  Obenour)  :  I  hand  you  what  has 
been  marked  for  identification  as  Plaintiff's  Exhibit 
No.  206  and  ask  if  you  can  identify  those,  please? 

A.  They  are  the  two  checks  we  were  just  dis- 
cussing. 

Mr.  Obenour:  I  ask  that  they  be  admitted  into 
evidence,  if  the  Court  please. 

The  Court:  You  discussed  three  checks.  Arc 
there  three  there? 

Mr.  Obenour:    No,  sir:  we  have  only  the  two. 

Q.  (By  Mr.  Obenour) :  Would  you  describe 
those  checks,  please?  [344]  A.     Yes. 

Q.     Pardon  me  ? 
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A.  One  is  to  Mazie  Basket,  for  $2,892.60;  and 
R.  J.  Schneider,  $2,191. 

Mr.  Griffin:    We  have  no  objection. 

Mr.  LeSourd:    No  objection. 

Mr.  Keesling:    No  objection. 

The  Court :  Exhibit  206  for  identification  may  be 
admitted. 

(Plaintiff's  Exhibit  206  for  identification  ad- 
mitted in  evidence.) 

Q.  (By  Mr.  Obenour) :  To  whose  salary  ac- 
counts were  these  checks  charged,  please? 

A.    Mazie  Basket,  R.  J.  Schneider. 

Q.  Your  check  for  $2,191  was  charged  to  your 
account?  A.     Yes,  sir. 

Q.  And  Mrs.  Basket's  for  $2,892.60  was  charged 
to  her  account?  A.     That  is  right. 

Mr.  Obenour:  Pardon  me,  if  the  Court  please, 
I  would  read  these  checks  to  the  jury. 

The  Court:    You  may. 

Mr.  Obenour:  3397,  check  of  Renton  Ice  and  Ice 
Cream  [345]  Company,  Renton,  Washington,  Sep- 
tember 7,  1946,  pay  to  the  order  of  Mazie  Basket, 
$2,892.60,  signed  R.  J.  Schneider,  L.  Hicks  Taylor, 
and  directed  to  the  Renton  Branch  of  the  Peoples 
National  Bank,  Renton,  Washington,  and  endorsed 
Mazie  Basket  and  R.  J.  Schneider,  check  3396,  of 
Renton  Ice  and  Ice  Cream  Company,  Renton, 
Washington,  pay  to  the  order  of  R.  J.  Schneider, 
$2,191,  signed  R.  J.  Schneider,  L.  Hicks  Taylor,  di- 
rected to  the  Renton  Branch  of  the  Peoples  Na- 
tional Bank,  and  endorsed  R.  J.  Schneider. 
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Q.  (By  Mr.  Obenour):  Would  you  please  tell 
what  you  did  with,  first,  of  all,  Mrs.  Basket's  check  f. 
Is  that  your  endorsement  upon  it  ? 

A.     Hers  first  and  then  mine. 

Q.  And  then  how  did  you  happen  to  come  into 
possession  of  Mrs.  Basket's  check1? 

A.     She  endorsed  it  and  gave  it  back  to  me. 

Q.  And  what  did  you  do  then  with  those  two 
checks  1 

A.  They  were  not  deposited,  so  I  would  say  I 
cashed  them. 

Q.     Where  would  they  be  cashed,  do  you  recall  ? 

A.    Yes,  Peoples  National  Bank  of  Renton. 

Q.  And  what  did  you  do  with  the  proceeds, 
please  ? 

A.  I  think  at  that  time  that  there  were  cashier 
checks  [346]  brought  again. 

Q.  Now,  when  you  say  cashier's  checks,  how 
many  cashier's  checks  would  you  buy? 

A.     I  wouldn't  know  without  seeing  them. 

Q.  I  hand  you  what  has  been  admitted  into  evi- 
dence as  Plaintiff's  Exhibit  76.  Can  you  say  what 
that  is,  please  ? 

Mr.  Griffin:  What  was  that  number  again, 
please? 

The  Court:    76. 

Mr.  Obenour:    76. 

A.  That  is  a  cashier's  check  on  the  Peoples  Na- 
tional Bank  of  Renton,  dated  September  12,  1946, 
for  one  thousand  eight  hundred  and  thirty-three 
dollars  and  fifty-three  cents. 
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Q.     (By  Mr.  Obenour) :    Payable  to  whom? 

A.     Hans  Forster. 

Q.  And  the  endorsement  on  the  back,  on  the 
back  of 

A.     (Interposing)  Hans  Forster  endorsement. 

Q.  And  is  that  one  of  the  cashier's  checks  you 
purchased  with  the  proceeds  of  the  two  checks  to- 
talling $5,083.60? 

A.     It  seems  quite  reasonable.   I  think  it  is. 

Q.  Is  that  the  check  that  you  purchased  with 
the  proceeds,  to  the  best  of  your  recollection?  [347] 

A.     Yes,  sir. 

Q.    And  what  did  you  do  with  that  check? 

A.     Mailed  it  to  Mr.  Forster. 

Q.  Why  was  Mr.  Forster  given  the  check  in  the 
amount  of  eighteen  hundred — what  was  it  ? — pardon 
me— what  is  the  amount?  A.     $1833.53. 

Q.  And  why  was  Mr.  Forster  sent  that  check  of 
$1,833.53? 

A.     Mr.  Taylor  advised  us  to  do  that. 

Q.  And  does  that  include  the  proceeds  then  of 
the  chocks  which  were  charged  against  the  salary 
account  of  yourself  and  Mrs.  Basket? 

A.  It  was  the  end  of  the  year.  I  would  think 
that. 

Q.  And  why  was  not  Mr.  Forster  written  a  check 
for  the  amount  of  $1833.53? 

A.  I  wouldn't  know  why  we  paid  him  that 
amount.   We  had  no  salary,  I  know,  for  him. 

Q.     Who  determined  it?  A.     Mr.  Taylor. 

Q.     The  exact  amount?  A.    Yes,  sir. 
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Q.    There  was  no  salary  account  \ 

A.     No,  sir. 

Q.    Did  you  make  any  inquiry  of  Mr.  Porstei 
to  why  [348]  you  should  send  him  thai  check  .' 

A.     No,  sir. 

Q.    Did  you  make  any  inquiry  of  Mr.  Taylor 
to  why  you  should  send  him  thai  check  '. 

A.     I  did  the  first  one  or  two. 

Q.     Did  you  after  that?  A.     I  doubt  it. 

Q.     For  what  reason? 

A.  It  just  seemed  to  be  the  way  he  was  handling 
our  affairs. 

Q.  I  hand  you  what  has  been  marked  for  iden- 
tification as  Plaintiff's  Exhibit  26  which  has  been 
identified  as  the  income  tax  returns  for  the  Renton 
Ice  and  Ice  Cream  Company  for  the  calendar  year 
of  1946  and  ask  you  if  you  can  identify  that  as  your 
signature  there,  please?  A.    Yes,  it  is. 

Q.    And  what  return  is  that? 

A.     That  is  for  the  year  ending  July  31,  1946. 

Q.     And  whose  signatures  are  on  the  bottom  I 

A.  R.  J.  Schneider,  president;  L.  Hicks  Taylor, 
secretary. 

Mr.  Obenour:  I  offer  it  in  evidence  at  this  time, 
if  the  Court  please. 

Mr.  Griffin:    No  objection. 

Mr.  LeSourd:    No  objection.  [349] 

Mr.  Keesling:    No  objection. 

The  Court:  Exhibit  26  for  identification  may  be 
admitted. 
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(Plaintiff's  Exhibit  No.  26  admitted  into  evi- 
dence.) 

Q.  (By  Mr.  Obenour) :  Calling  your  attention 
to  the  first  page  of  Exhibit  26,  the  item  Officers ' 
Salary,  will  you  read  that,  please  ? 

A.     Officers'  Salary,  six  thousand  dollars. 

Q.  And  I  call  your  attention  to  the  inner  page 
of  the  main  sheet,  Schedule  F,  will  you  read  that 
item,  please? 

A.  R.  J.  Schneider,  Renton,  Washington,  presi- 
dent, entire  time  devoted  to  business,  one-third  com- 
mon stock,  amount  of  compensation  six  thousand 
dollars. 

Q.  Did  you  declare  the  amount  of  six  thousand 
dollars  on  your  own  tax  return  for  that  year? 

A.     I  think  so. 

Q.  Did  this  item  of  six  thousand  dollars  on  the 
tax  return  of  the  Renton  Ice  and  Ice  Cream  Com- 
pany include  the  amount  you  stated  was  paid  to 
Mr.  Forster  ?  A.I  think  so. 

Q.     Who  prepared  this  tax  return? 

A.    Mr.  Taylor.  [350] 

Q.     Who  prepared  your  tax  return  for  that  year? 

A.     Mr.  Taylor. 

Q.  Did  you  make  any  inquiry  of  Mr.  Forster 
as  to  why  you  should  show  on  the  corporation  in- 
come tax  return  of  which  you  were  president,  an 
amount  of  money  paid  to  Mr.  Forster? 

A.     No,  I  just  signed  it. 

Q.  Calling  your  attention  to  which  ever  of  199,  if 
you  please,  would  have  the  date  of  September  10, 
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1947 — would    you    please    lell    the    CoUTl     what     the 

exhibit  is,  please?  A.    199-F. 

Q.  Referring  now  to  the  date  of  September  10, 
1947,  particularly  checks  4711,  4712  and  4713,  do 
you  have  those  items?  A.     I  have  them,  y    . 

Q.     Would  you  describe  check  4711,  please  '. 

A.  Dated  September  H),  made  payable  to  R.  J. 
Schneider,  No.  4711,  amount  three  thousand  dollars 
even. 

Q.     And  who  drew  that  check  ? 

A.     Mr.  Taylor. 

Q.     And  who  filled  out  the  check  register? 

A.     Mr.  Taylor. 

Q.     Who  made  distribution? 

A.    Office  girl.  [351] 

The  Court:  When  you  say  "distribution,"  are 
you  talking  about  written — showing  on  the  account 
book? 

Mr.  Obenour:    Yes,  sir. 

Q.  (By  Mr.  Obenour)  :  The  item  to  which  it  is 
charged,  the  term  " distribution n  is  the  term  you 
used,  Mr.  Schneider? 

A.  That  is  right,  the  account  it  would  go  to  in 
the  permanent  ledger  book,  or  whatever  it  is. 

Q.     And  who  made  this  distribution? 

A.     The  office  girl. 

Q.     And  to  what  account  was  it  charged? 

A.     Salary  and  wages. 

Q.     Whose  salary  and  wages  account? 

A.     Well,  that  one  would  be  to  mine. 

Q.     And  at  whose  direction  was  such   distribu- 
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tion  to  salary  account  made?  A.     Mr.  Taylor. 

Q.  Now,  4712,  will  you  describe  that  check, 
please  ? 

A.  The  same  date,  check  payable  to  Mazie  Bas- 
ket and  the  amount  is  $3,960.00. 

Q.  Similarly,  who  drew  and  registered  that 
check  ? 

A.     Mr.  Taylor  and  the  office  girl. 

Q.  Arid  the  distribution  was  the  same  as  the 
other?  A.     Yes,  sir. 

Q.    And  to  what  account  was  that  check  charged? 

A.    Wages  and  salaries. 

Q.     Of  whom?  A.    Mazie  Basket, 

Q.     Now,  what  is  check  4713? 

A.  Check  of  the  same  date,  September  10,  pay- 
able to  L.  Hicks  Taylor,  4713,  six  hundred  dollars. 

Q.    And  who  drew  that  check  ? 

A.     Mr.  Taylor. 

Q.     To  Avhat  account  is  that  charged? 

A.  Well,  it  is  that  column  that  includes  accounts 
payable  and  donations  and  advertising  and  so  on; 
miscellaneous. 

Q.  At  that  time,  did  Renton  Ice  and  Ice  Cream 
Company  owe  Mr.  L.  Hicks  Taylor  six  hundred 
dollars.  A.    Not  that  I  know  of. 

Q.  Was  that  amount  received  in  addition  to  the 
fifty  dollars  a  month  received  in  the  preceding  year? 

A.     Yes. 

Q.     I  hand  you 

Mr.  Obenour:  Will  you  mark  it  first,  please,  as 
one  exhibit? 
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The  Clerk:  Plaintiff's  Kxhit.il  207  marked  for 
identification. 

(Plaint  i  IT's  Exhibit  No.  207  marked  For  iden- 
tification.) [353] 

Q.  (By  Mr.  Obenonr  continuing):  T  hand  yon 
what  has  been  marked  for  identification  as  Plain- 
tiff's Exhibit  207;  can  you  identify  that,  plea 

A.  Those  are  the  two  checks  signed  by  myself 
and  Mr.  Taylor,  one  for  three  thousand  to  me,  and 
one  for  three  thousand  nine  hundred  sixty  dollars 
to  Mazie  Basket,  that  were  just  being  discussed. 

Mr.  Obenour:  I  ask  that  that  be  admitted  into 
evidence,  if  the  Court  please. 

Mr.  Griffin:     No  objection. 

Mr.  LeSourd:    No  objection. 

Mr.  Keesling:    No  objection. 

The  Court :  Exhibit  207  for  identification  may  be 
admitted. 

(Plaintiffs  Exhibit  No.  207  received  in  evi- 
dence.) 

The  Clerk:  Plaintiff's  Exhibit  208  marked  for 
identification. 

(Plaintiff's  Exhibit  No.  208  marked  for  iden- 
tification.) 

Mr.  Obenour:  If  the  Court  please,  T  would  read 
these  to  the  jury. 

The  Court:    You  may. 

Mr.  Obenour:  Check  No.  4711,  dated  September 
10,  [354]  1947,  to  R.  J.  Schneider,  $3,000,  signed 
R.  J.  Schneider,  L.  Hicks  Taylor,  and  endorsed 
R.  J.  Schneider;  4712,  check,  September  10.   I 
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to  Mazie  Basket,  $3,960,  signed  R.  J.  Schneider  and 

L.  Hicks  Taylor. 

Q.  (By  Mr.  Obenour)  :  Handing  you  Plaintiff's 
Exhibit  207,  what  did  you  do  with  those  checks, 
please  ? 

A.  The  fact  that  they  were  cashed  at  the  bank 
indicates,  I  believe,  that  there  were  cashier's  checks 
bought  with  them,  probably. 

Q.  I  hand  you  what  has  been  marked  for  iden- 
tification as  Plaintiff's  Exhibit  75  and  it  has  been 
identified  as  a  cashier's  check  and  an  order  for  a 
cashier's  check  of  the  Renton  Bank;  can  you  iden- 
tify that? 

A.  Yes,  it  is  a  cashier's  check  on  the  Renton 
Bank  dated  September  12,  1947,  payable  to  Hans 
Eorster  for  $2,685. 

Q.  Now,  at  that  time,  did  you  also  pay  checks 
to  yourself  and  to  Mrs.  Basket? 

A.     I  think  so. 

Q.     Of  similar  amounts?  A.     Yes. 

Q.  And  what  did  you  do  then  with  that  twenty- 
five  hundred  —  $2,685.00  —  cashier's  check,  Mr. 
Schneider?  A.     I  mailed  it  to  Mr.  Forster. 

Q.  For  what  reason  did  you  mail  it  to  Mr.  For- 
ster? A.     Instructions  of  Mr.  Taylor. 

Q.  For  what  reason — were  you  given  any  reason 
as  to  why  you  should  send  it  to  Mr.  Forster? 

A.  Yes,  that  he  should  share  in  our  salary  be- 
cause of  the  fact  that  he  was  also  earning  money 
for  the  firm  or  doing  part  of  the  work. 

Q.     They     were     charged — the     entire     amount, 
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though,  was  charged  to  the  wage  account  of  your- 
self and  Mrs.  Basket?  A.    Yes. 

Q.  I  hand  you  Plaintiff's  Exhibit  27  for  identi- 
fication, which  has  been  identified  as  the  income  tax 
return  for  Renton  Ice  and  Ice  Cream  Company  for 
the  year  1947.  Can  you  identify  that  as  to  signa- 
ture1? A.     It  is  mine. 

Q.     And  whose  other  signature  Is  that? 

A.    L.  Hicks  Taylor,  Treasurer  and  Secretary. 

Q.  Is  that  the  tax  return  of  your  corporation 
for  that  year?  A.     July  31,  1947. 

Mr.  Obenour:  I  ask  that  it  be  admitted  at  this 
time,  if  the  Court  please. 

Mr.  Griffin:    No  objection. 

Mr.  LeSourd:     No  objection. 

Mr.  Keesling:    No  objection.  [356] 

The  Court:    That  is  26? 

Mr.  Obenour:    27,  if  the  Court  please. 

The  Court:  Exhibit  No.  27  for  identification  may 
be  admitted. 

(Plaintiff's  Exhibit  No.  27  admitted  in  evi- 
dence.) 

Q.  (By  Mr.  Obenour)  :  Similarly  have  the  en- 
try "Officers'  Salary,  $7800,"  does  that  show  the 
salary  you  received  as  shown  on  the  tax  return  ? 

A.     I  believe  it  is. 

Q.  Calling  your  attention  to  the  page  under 
Schedule  F,  that  entry A.     Yes. 

Q.  (Continuing)  R.  J.  Schneider,  Renton, 
Washington,  president  and  manager,  salary  $7800? 

A.     Yes. 
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Q.    And  that  is  the  amount  shown  here  ? 

A.     Yes,  sir. 

Q.  And  did  you  pay  that  amount  on  your  own 
tax  return?  A.     I  think  I  did. 

Q.  And  of  that  amount  of  $7800,  you  had  paid 
the  amount,  as  you  have  described,  to  Mr.  Forster 
in  that  year?  [357]  A.     Yes. 

Q.  Did  you  make  any  inquiries  as  to  Mr.  Forster 
in  this  year  as  to  why  you  should  sign  a  tax  return 
as  president  of  Renton  Ice  and  Ice  Cream  Company 
which,  shows  an  amount  of  salary  which  includes  an 
amount  which  you  paid  back  to  Mr.  Forster? 

A.     The  checks  were  made  payable  to  me. 

Q.  Did  you  say  anything  to  Mr.  Forster  as  to 
why  you  should  sign  such  a  tax  return  showing  an 
amount  part  of  which  had  been  paid  to  Mr.  For- 
ster? A.     No. 

Q.     Did  you  make  such  a  request  of  Mr.  Taylor? 

A.     Probably  not. 

Q.  Calling  your  attention  now,  if  you  would, 
please,  to  199,  whichever  exhibit  would  reflect  the 
date  of  November  1,  1948.  A.    Yes,  sir. 

The  Court :  Could  you  give  us  the  number  of  that 
exhibit  ? 

The  Witness :    This  is  199-H. 

Mr.  Ohenour :    Thank  you. 

Q.  (By  Mr.  Obenour)  :  Calling  your  attention 
now  to  November  1,  1948,  particularly  checks  6317, 
18,  19  and  20?  A.    Yes.  [358] 

Q.    Would  yon  describe  check  6317,  please? 
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A.    6317,  November  1,  W.  R.  Baiket,  balance  of 

salary,  $2,507.00. 

Q.    And  the  next  check  \ 

A.     M.  R.  Basket,  balance  of  salary,  $1,253.00. 

Q.    What  is  the  date  of  thai  check  i 

A.     That  is  the  same  date,  November  1. 

Q.     And  the  next  check  ( 

A.  The  next  check  is  the  same  dale,  R.  J.  Schnei- 
der, balance  of  salary,  $2,507. 

Q.     And  finally  6320? 

A.  R.  J.  Schneider,  balance  of  salary,  6320, 
$1,253. 

Q.  Those  were  four  checks  written  two  each  to 
you  and  to  Mrs.  Basket  %  A.    Yes,  sir. 

Q.     Same  elate6?  A.    Yes,  sir. 

Q.     Who  drew  them  ?  A.     I  did. 

Q.     Who  filled  out  the  register?  A.     I  did. 

Q.     Who  made  distribution?  A.     Office  girl. 

The  Clerk:  Plaintiff's  Exhibit  No.  209  marked 
for  [359]  identification. 

Mr.  Obenour :    Maybe  this  might  be  incorporated. 

The  Clerk:    Strike  that. 

Mr.  Griffin:    Do  we  have  a  208? 

The  Clerk:  Yes,  Plaintiff's  Exhibit  208  for  iden- 
tification is  four  checks  with  attachments. 

Mr.  Obenour:  I  will  incorporate  this  with  the 
exhibit,  if  I  may. 

The  Court:     The  four  cheeks? 

Mr.  Obenour:  Four  checks  and  an  attachment. 
208. 

Q.     (By    Mr.    Obenour):      Now,    how    was    the 
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amount  of  these  four  checks  determined? 

The  Court:  Well,  that  hasn't  been  identified  as 
yet. 

Mr.  Obenour:  Pardon  me.  I  was  about  to  iden- 
tify it,  if  the  Court  please. 

Q.  (By  Mr.  Obenour  continuing)  :  The  checks 
that  you  have  described  from  your  check  register, 
how  were  those  amounts  determined? 

A.  Well,  Mr.  Taylor  had  said  that  we  could 
write  the  balance  of  our  salary,  and  I  asked  him 
what  the  amount  was,  and  he  said  he  would  either 
bring  it  out  or  phone  it.  He  phoned  and  I  wasn't 
there,  and  he  gave  the  amount  to  the  office  girl,  and 
I  then  divided  it  in  thirds  and  wrote  two  [360] 
checks  for  that  amount  and  two  for  half  of  that 
amount. 

Q.  And  is  that  the  note  that  you  have  which 
made  the  determination — from  which  those  checks 
were  made?  A.     Yes,  it  is. 

Mr.  LeSourd:    No  objection. 

Mr.  Keesling:     No  objection. 

Mr.  Griffin:    We  have  no  objection. 

The  Court:  Exhibit  208  for  identification  may 
be  admitted. 

(Plaintiff's  Exhibit  208  admitted  in  evidence.) 

Q.  (By  Mr.  Obenour) :  Now,  those  four  checks 
there,  will  you  state  what  the  endorsements  are  on 
the  back  of  them,  please? 

A.  The  first  one  that  is  made  out  to  me  for  one 
thousand  two  hundred  and  fifty-three  dollars,  Hans 
Forster,  R.  J.  Schneider. 
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Q.     There  are  endorsements  on  the  back  of  that 

check  ?  A.     Of  this  check,  \ 

Q.    What  is  the  check  number? 

A.     That  is  check  No.  6320. 

Q.  And  the  next  check  to  yourself  of  $2,507  is 
endorsed  how? 

A.  Just  endorsed  by  myself  and  then  the  bank 
for  [361]  deposit. 

Q.     And  the  next  check  6318? 

A.  $1,253.00,  No.  6318,  payable  to  M.  R.  Basket, 
endorsed  M.  R.  Basket  and  Hans  Forster. 

Q.  And  then  finally,  the  last  check  of  $2,507, 
Mrs.  Basket. 

A.     M.  R.  Basket,  Mazie  R.  Lovenger. 

Q.     What  did  yon  do  with  your  $1,253  check  I 

A.     Mailed  it  to  Mr.  Forster. 

Q.  And  the  check  to  M.  R.  Basket  in  the  amount 
of  $1,253  which  was  identified  by  the  endorsement 
M.  R.  Basket  and  Hans  Forster,  what  happened  to 
that  check? 

A.     I  don't  know  whether  I  mailed  it 

Q.     (Interposing)  To  whom? 

A.     To  Mr.  Forster. 

Q.  And  for  what  reason  did  you  mail  two  checks 
endorsed  by  each  of  you  to  Mr.  Forster? 

A.     Instructions  of  Mr.  Taylor. 

Q.  And  these  were  the  amounts  that  had  been 
charged  against  your  salary  account? 

A.  That  one,  yes,  or  the  ones  made  payable  to 
me. 

Q.     Handing  you  Plaintiff's  Exhibit  28  for  idem 
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tification,  which  has  been  identified  as  the  income 
tax  return  of  Renton  Ice  and  Ice  Cream  Company 
for  the  year  1948,  do  you  recognize  your  signature 
upon  that  return?  [362]  A.     Yes,  sir. 

Q.     And  whose  else  signature  is  upon  it? 

A.     L.  Hicks  Taylor. 

Mr.  Obenour:  We  offer  it  at  this  time,  if  the 
Court  please. 

Mr.  Griffin:     No  objection. 

Mr.  LeSourd:     No  objection. 

Mr.  Keesling:    No  objection. 

The  Court :    Exhibit  28  may  be  admitted. 

(Plaintiff's  Exhibit  No.  28  admitted  in  evi- 
dence.) 

Q.  (By  Mr.  Obenour) :  Referring  to  the  Offi- 
cers' Salary  in  the  amount  of  $7800.  A.    Yes? 

Q.    What  is  that  amount? 

A.     I  think  that  is  the  amount  of  my  salary. 

Q.  Referring  to  the  Schedule  F,  R.  J.  Schneider, 
Renton,  Washington,  president  and  manager,  en- 
tire time  devoted  to  business,  one-third  stock  own- 
ership, $7800.  A.     That  is  right. 

Q.     Is  that  the  salary  you  received? 

A.    Yes,  sir. 

Q.  And  did  you  declare  this  salary  on  your  own 
income  tax  return?  [363]  A.     I  think  so. 

Q.    And  again,  did  you  pay  the  tax  on  it? 

A.     I  think  so. 

Q.     Who  prepared  your  return? 

A.    Mr.  Taylor. 

Q.     And  who  prepared  the  corporate  return? 
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A.    Mr.  Taylor. 

Q.  Did  you  make  any  inquiry  of  Mr.  Taylor  as 
to  why  you  should  show  in  the  tas  return  of  the 
Renton  Ice  and  Ice  Cream  Company  the  amount  of 
$7800  part  of  which  had  been  returned  to  Mr.  For- 
ster?  A.     No. 

Q.  Bid  you  make  any  such  request  of  Mr.  Tay- 
lor? A.     I  doubt  it. 

Q.     Have  you  any  reason  why  you  did  not  [ 

A.  Oh,  it  was  ready  for  me  to  sign  and  I  just 
signed  it  as  prepared  by  him. 

Q.  Did  you  ever  purchase  a — any  ice  cream 
freezers  from  Issaquah  Creamery*?  A.     One. 

Mr.  Obenour:  I  ask  that  this  be  marked  for 
identification,  please. 

The  Clerk:  Plaintiff's  Exhibit  209  marked  for 
identification. 

(Plaintiff's  Exhibit  209  marked  for  identifi- 
cation.)  [364] 

Q.  (By  Mr.  Obenour)  :  How  was  that  transac- 
tion handled;  from  whom  did  you  purchase  it  I 

A.     I  talked  to  Mr.  Forster. 

They  were  hard  to  get,  and  he  had  had  a  ship- 
ment, and  I  talked  him  out  of  one.  He  said  he 
could  spare  one,  and  I  bought  it  from  him. 

Q.  I  ask  if  you  can  identify  plaintiffs  exhibit 
No.  209? 

A.  Check  in  the  Issaquah  Creamery  Company, 
dated  August  6th,  1948,  for  $412.50,  signed  by  R.  J. 
Schneider  and  L.  Hicks  Taylor. 

Q.     And  for  what  purpose  was  that  check  issued  .7 
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A.     I  think  this  was  for  the  ice  cream  cabinet. 

Mr.  Obenour:  I  ask  that  it  be  admitted,  if  the 
Court  please. 

Mr.  Griffin:    No  objection. 

Mr.  Cox:    No  objection. 

Mr.  Keesling:    No  objection. 

The  Court :  Exhibit  209  for  identification  may  be 
admitted. 

(Plaintiff's  Exhibit  No.  209  admitted  in  evi- 
dence.) 

Q.  (By  Mr.  Obenour)  :  And  how  was  that  paid 
to  Issaquah  Creamery,  if  you  recall?  [365] 

A.     By  check.   Oh,  it  would  be  mailed  to  them. 

Mr.  Obenour:  If  the  Court  please,  I  will  read 
the  endorsement  on  the  back  to  the  jury. 

The  Court :    You  may. 

Mr.  Obenour :  Issaquah,  pay  to  the  order  of  Issa- 
quah State  Bank,  Issaquah,  Washington,  and 
stamped  Issaquah  Creamery  Company,  Alpine 
Dairy  Products,  and  Hans  Forster. 

T  ask  that  these  be  marked  for  identification, 
please. 

The  Clerk:  Plaintiff's  Exhibit  210  marked  for 
identification. 

(Plaintiff's  Exhibit  210  marked  for  identifi- 
cation.) 

Q.  (By  Mr.  Obenour)  :  Calling  your  attention, 
if  you  would,  please,  Mr.  Schneider,  to  Exhibit  199, 
whichever  check  register  might  be  for  the  date  of 
July  31,  1949? 

A.     No.  199-1.   The  date  was  July? 
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Q.  31st,  1949.  Is  there  any  entry  there  made  to 
the  effect  of  notes  being  drawn— or  where  would 
yon  make  such  entryl  Would  you  show  notes  of 

any  sort  in  that  book?  That  would  be  jvisi  the 
checks  themselves,  would  it?  A.     Y< 

Q.  Now,  at  the  terminal  ion  of  your  fiscal  year 
1949,  [366]  do  you  recall  whether  or  no1  you  re- 
ceived the  balance  of  your  salary? 

A.     I  don't  recall  that  we  did. 

Q.  Handing  yon  what  has  been  marked  for  iden- 
tification as  Plaintiff's  Exhibit  210,  can  you  iden- 
tify those  objects,  please? 

A.  The  first  one  is  a  note  dated  July  31,  1949, 
for  $3,244.80  payable  on  demand  to  Mazie  Basket, 
5  per  cent  per  annum,  payable  semi-annually,  by 
the  Renton  Ice  and  Ice  Cream  Company,  R.  J. 
Schneider,  president,  and  L.  Hicks  Taylor,  secre- 
tary. 

Q.     And  what  is  the  second  one? 

A.  The  second  one  is — the  amount  is — it  is  a 
note  on  demand  made  payable1  to  R.  J.  Schneider, 
same  date,  and  the  amount  is  $2,544,  Renton  Ice 
and  Ice  Cream  Company,  R.  J.  Schneider,  presi- 
dent, and  L.  Hicks  Taylor,  secretary. 

Q.     What  was  the  purpose  of  those  notes? 

A.  They  were  the  balance  of  our  salary  for  the 
year  1948-1949. 

Q.  Out  of  that  total  amount  of  $5,788.80,  did  you 
owe  Mr.  Porster  any  of  that  for  his  share  of  the 
unpaid  balance  of  your  salary?  A.     No. 

Q.    You  did  not?  A.    No.  [367] 
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Q.  Did  yon  believe  that  that  amount  was  your 
unpaid  balance  of  your  salary? 

A.     Yes,  sir. 

Q.     And  that  Mr.  Forster  had  no  interest  in  it? 

A.     Yes. 

Q.     Did  you  receive  payment  for  your  note? 

A.     Paid  and  cancelled;  I  think  I  did. 

Q.  And  do  you  have  a  check  there  that  would 
reflect  the  payment  of  that  note? 

A.  There  is  a  check  payable  to  me  for  $2,544, 
which  is  the  amount  of  my  note. 

Q.  And  what  is  the  date  which  is  marked  "can- 
celled" on  your  note,  or  does  it  show? 

A.     It  doesn't  show. 

Q.  And  calling  your  attention  to  January  4, 
1950,  the  check  register  of  item  199;  do  you  have 
that?  A.     The  date  again? 

Q.     January  4,  1950.  A.     Yes. 

Q.     Now,  what  is  the  entry  on  that  check? 

A.  January  4,  M.  R.  Basket,  balance  of  salary, 
$3,244.80. 

Q.     And  what  is  the  amount  of  her  note? 

A.     $3,244.80. 

Q.  And  that  is  charged  to  balance  of  salary  on 
the   [368]   check?  A.    Yes. 

Q.  And  the  note  had  been  drawn  for  the  balance 
of  her  salary  in  July?  A.     Yes. 

Q.  Had  that  check  in  the  amount  of  $3,244  been 
to  pay  off  the  note  to  her?  A.    Yes. 

Q.     And  the  next  check  in  the  amount  of  $2,544 — 
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$2,544,  to  you  on  the  same  dale,   is  there  such  a 

check  ?  A.     Yes. 

Q.    And  what  is  the  entry  on  thai  '. 

A.    On  the  check  '. 

Q.     How  was  that  check  registered  there*? 

A.    R.  J.  Schneider,  balance  of  salary,  $2,544. 

Q.     And  similarly,  was  thai  to  pay  off  you?-  note? 

A.     It  was. 

Q.  And  were  both  of  those  charged  against  the 
salary  of  you  and  Mrs.  Basket  \  A.     Yes. 

*  *  *  *  *  [369] 

Mr.  Obenour:  The  check  in  the  amount  of  $3,- 
244.80  to  Mrs.  Basket  is  endorsed  M.  R.  Basket  and 
check  to  R.  J.  [370]  Schneider,  $2,544  is  endorsed 
R.  J.  Schneider. 

Q.  (By  Mr.  Obenour)  :  Will  you  tell  the  Court 
what  you  did  with  those  two  cheeks,  please? 

A.  They  apparently  were  deposited  or,  I  should 
say,  I  cashed  them,  or  we  cashed  them. 

Q.     And  what  did  you  do  with  the  proceeds ! 

A.  Probably  bought  cashier  checks  of  some  sort 
or  form. 

Q.  Did  you  buy  a  cashier's  cheek  with  part  of 
the  proceeds  for  Mr.  Forster .' 

A.     I  wouldn't  know  without  seeing  it. 

Q.  To  the  best  of  your  recollection,  would  you 
have  followed  the  same  pattern  you  did  in  1945, 
'46,  7  and  '8  in  cashing  the  cheeks  at  the  Renton 
Bank  and  buying  cashier's  cheeks? 

Mr.  Griffin:    I  object  to  the  form  of  the  question. 

The  Court:     Objection  sustained. 
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Q.    (By  Mr.  Obenour)  :    I  believe  you  stated  you 

have  bought  cashier's  checks  with  the  proceeds'? 
A.     This  time? 

Q.    Yes.  A.     Gosh,  I  don't  remember. 

Q.     To  the  best  of  your  recollection.  [371] 
A.     I  don't  remember  a  thing  about  the  details 

on  it.  I  mean,  I  don't  know  whether  I  was  able  to 

keep  this  all  this  time,  or  still  divide  it.  [372] 

***** 

Q.  You  paid  tax  on  your  own  return.  Did  you 
ever  make  any  inquiry  of  Mr.  Forster  or  Mr.  Tay- 
lor as  to  why  you  should  have  paid  taxes  between 
the  years  1945  to  1949  of  an  amount  $14,062.53 
which  was  given  back  to  Mr.  Forster? 

A.     I  believe  not.  [374] 
***** 

Q.  (Continuing)  Do  the  corporation  records 
show  in  any  manner  that  the  amount  of  $14,062.53 
was  paid  to  Mr.  Forster  in  the  years  1945  through 
1949?  A.     I  think  not. 

Q.  Did  you  ever  question  this  manner  of  trans- 
mitting funds  to  Mr.  Forster  to  Mr.  Taylor;  in 
other  words,  make  any  inquiry  of  Mr.  Taylor  of 
that? 

A.    Yes,  when  he  first  did  it,  I  asked  why.  [375] 

***** 

Mr.  Griffin:  If  the  Court  please,  while  I  must 
disagree  entirely  with  the  Government's  argument 
that  this  is  a  scheme  to  evade  taxes,  and  it  is  in  no 
sense  that,  I  make  this  statement — I  must  say  to 
your  Honor — that  the  manipulation  of  these  books 
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of  one  of  these  entities  of  Mr.  Forstei  unquestion- 
ably resulted  in  additional  income  to  Mr.  Forster. 
There  can  be  no  question  or  doubt  about  that,  be- 
cause there  was  more  to  divide  in  the  years  in 
question. 

The  Court:  In  the  years  involved  in  this  Indict- 
ment % 

Mr.  Griffin:    Yes. 

Now,  I  don't  want  my  statement  taken  as  any 
admission  of  the  Government's  position  at  all  of  a 
scheme,  device,  or  anything  of  that  kind,  but  fac- 
tually and  manifestly  [405]  as  it  will  show  on  the 
face  of  the  record  itself,  when  you  do  a  certain 
thing  in  the  books,  you  either  increase  income  or 
you  decrease  it.  You  don't  do  anything  else,  and 
that  is  what  happened  here.  It  didn't  have  to  wait 
until  1949  for  division.  While  there  were  no  divi- 
dends, what  was  being  done  each  year  is,  as  a  mat- 
ter of  fact,  whether  you  call  it  bonus  or  anything 
else,  but,  if  operated  as  it  should  have  been,  it  would 
have  been  a  dividend  to  the  stockholders  so  that 
would  in  this  instance,  in  changing  the  books,  would 
have  resulted  in  a  greater  dividend  or  a  greater 
bonus  or  a  greater  charge  to  salary  to  Mr.  Forster. 

We  concede  it.  [406] 

*  *  *  *  * 

Q.  (By  Mr.  Obenour) :  Calling  your  attention  to 
the  month  of  July,  1947,  if  you  would,  please,  that  is 
Exhibit  212,  is  it,  yet  I  A.     212,  yes. 

Q.  Now,  were  there  any — did  you  keep  the  ac- 
counts in  that  month?  A.     Yes,  I  did. 


2764  Hans  Forster  vs. 

(Testimony  of  Raymond  J.  Schneider.) 

Q.     Are  the  figures  in  your  handwriting'? 

A.     Most  of  them. 

Q.     What  figures  are  not  in  your  handwriting? 

A.  There  are  some  addition  here  of  l's  that  are 
[421]  not  in  my  handwriting. 

Q.  Now,  would  you  tell  the  jury  what  are  the 
accounts  where  there  are  some  l's  not  in  your  hand- 
writing ? 

A.  There  is  an  item  here  of  July  15,  Seattle 
Brewing  &  Malting. 

Mr.  Moriarty:     What  year? 

Q.    (By  Mr.  Ohenour)  :    What  year  is  this? 

A.     1947. 

Q.  This  is  all  in  the  same  month  and  the  same 
year?  A.    Yes,  sir. 

Q.     All  right.  What  is  the  item  now? 

A.  There  is  an  item  here  on  the  15th  to  Seattle 
Brewing  &  Malting,  $1,886.40. 

Q.     What  figure  is  not  in  your  writing? 

A.     The  "1". 

Q.  Which  figure  is  that;  what  is  the  effect  of 
that  "1"? 

A.     Well,  it  raised  it  from  $886.40  to  $1,886.40. 

Q.     Who  made  that  additional  figure? 

A.     Mr.  Taylor. 

Q.     And  the  next  item  is  what? 

A.  Issaquah  Creamery  on  the  18th  of  July.  The 
figure  originally  was  $426.  It  is  now  $1,426. 

Q.     And  the  next  one,  please?  [422] 

A.  Issaquah  Creamery,  then  $274,  it  is  now 
$1,274. 
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Q.    And  the  next  one? 

A.  The  next  one  is  on  the  22d,  Seattle  Brewing, 
it  was  $886.40.  It  is  now  $1,886.40.  Similarly,  on  the 
23d,  Seattle  Brewing,  it  was  $886.40,  it  is  now  $1,- 
886.40. 

On  the  25th,  Issaquah  Creamery,  was  $448.50,  is 
now  $1,448.50.  On  the  29th,  Issaquah  Creamery,  was 
$585.50;  is  now  $1,585.50. 

On  the  28th,  Seattle  Brewing  and  Malting,  was 
$581.64,  is  now  $1,581.64. 

On  the  29th,  Seattle  Brewing,  was  $886.40,  is  now 
$1,886.40. 

The  next  entry,  L.  Hicks  Taylor,  $650,  is  not 
in  my  writing. 

Q.     How  many  l's  were  added  to  that? 

A.     Nine,  I  believe. 

Q.  And  did  that  then  raise  your  accounts  pay- 
able nine  thousand  dollars  in  that  month  ? 

A.     Yes,  sir. 

Q.  When  were  those  l's  placed  there  in  that 
book? 

A.     When  Mr.  Taylor  was  adding  it  up. 

Q.     How  do  you  know  Mr.  Taylor  did  it  ? 

A.     I  saw  him. 

Q.  Did  you  have  any  conversation  about  raising 
your  accounts  payable  nine  thousand  dollars  for  the 
month  of  [428]  July,  1947  I 

A.     I  am  not  sure. 

Q.  Bid  he  make  any  statement  to  you  about 
raising  your  accounts  payable  to  that  month  ? 


2766  Hans  Forster  vs. 

(Testimony  of  Raymond  J.  Schneider.) 

A.  If  so,  the  answer  was  as  before;  it  would  be 
adjusted  in  the  next  period. 

Mr.  Cox:  I  move  to  strike  that  as  an  entire 
supposition. 

The  Court :  The  answer  may  be  stricken,  and  the 
jury  will  disregard  it. 

Q.  (By  Mr.  Obenour)  :  What  amount  did  you 
pay  in  each  of  these  nine  accounts  to  the  distributor 
or  supplier  to  the  Renton  Ice  and  Ice  Cream? 

A.  The  first  amount  that  I  mentioned.  I  don't 
think  any  of  them  ran  over; — I  think  they  were 
all   under — one  thousand  dollars. 

Q.  Did  you  pay  any  of  that  nine  thousand  dol- 
lars on  accounts  payable? 

A.     I  believe  not. 

Q.  Was  there  any  basis  by  which  Mr.  Taylor 
could  justify  raising  any  of  those  accounts  one 
thousand  dollars  each? 

Mr.  Cox:  Object  to  the  form  of  the  question; 
calling  for  a  conclusion.  [424] 

The  Court:    Objection  sustained. 

Q.  (By  Mr.  Obenour) :  Was  there  any  debt  owed 
on  any  account  payable,  owed  to  any  of  those  nine 
accounts,  which  would  amount  to  those  thousand 
dollar  items  to  which  you  testified? 

A.     Not  that  I  know  of. 

Mr.  Cox:  Object  to  the  form  of  the  question. 
I  move  to  strike. 

The  Court:     Mr.  Reporter,  read  the  question. 
(Whereupon,  preceding  question  was  read  by 
the  reporter.) 
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Q.    (By  Mr.  Obenour):     And  the  answer  was 

what,  please  ?  A.     Not  that  I  know  of. 

Q.  Was  this  the  end  of  your  fiscal  year,  this 
month?  A.    Yes,  sir. 

Q.     For  1947.  A.    Yes,  sir. 

Q.  What  was  the  effect  of  raising  your  accounts 
payable  at  the  end  of  your  fiscal  year  in  1947  nine 
thousand  dollars?  A.     It  made  us  owe  more. 

Q.  And  what  then  was  the  effect  upon  your  in- 
come for  that  as  shown  by  your  books  of  Renton  Ice 
and  Ice  [425]  Cream? 

A.    We  would  make  less. 

Q.  And  what  would  be  the  effect  of  your  taxes 
paid  for  the  year  1947? 

A.     We  would  pay  less. 

Q.     Pay  less?  A.     Pay  less. 

Q.     Taxes?  A.     Yes.  *****  [426] 

Cross  Examination 

***** 

Q.  (By  Mr.  Griffin) :  I  don't  care  whether  you 
call  it  profits,  you  made  a  division  of  surplus  or 
profits  or  money  you  had  in  the  corporation  and 
not  expended,  didn't  you? 

A.     We  made  a  division  of  salary. 

Q.  Or,  you  call  it  "salary",  but  it  was  unex- 
pended money  that  the  corporation  had? 

A.     Yes. 

Q.  And  you  called  it  salary  because  Mr.  Taylor 
set  it  i1.])  that  way  at  the  beginning,  didn't  youl 

A.     Yes,  sir. 
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Q.  Now,  in  determining  what  that  division 
should  be  in  each  instance,  as  I  understand  your 
testimony,  Mr.  Taylor  computed  what  he  called 
salary  and  how  the  checks  should  be  drawn,  is  that 
right?  A.     That  is  right,  *****  [433] 

Cross  Examination 

Q.  (By  Mr.  Cox) :  And  when  Mr.  Taylor  first 
brought  this  matter  up,  did  you  call  Mr.  Forster  to 
ask  if  this  had  his  approval?  A.     No. 

Q.    Did  you  talk  to  Mr.  Basket  about  it? 

A.     Yes,  he  was  right  there. 

Q.  He  was  right  there;  did  you  protest  to  Mr. 
Taylor  that  this  was  your  money  for  which  you  had 
worked  and  for  which  the  corporation  had  author- 
ized you  to  receive  % 

A.  That  is  correct,  on  the  first  or  second  time 
I  did  that,  or  we  did  that. 

Q.     What  did  he  say? 

A.  Well,  he  said  Mr.  Forster  has  made  this  pos- 
sible for  you  to  have  this  salary,  and  has  earned  a 
certain  amount  of  it  so  he  is  entitled  to  it  and  we 
will  send  it  to  him. 

Q.  And  then  you  sent  it  without  bothering  to 
call  Mr.  Forster;  you  say  he  wanted  you  to  do 
this?  [467]  A.     That  is  right. 

Q.  Did  Mr.  Forster  call  you  up  and  ask  what 
is  the  nature  of  the  check  he  received  in  the  mail  ? 

A.    No. 

Q.     Did  he  offer  to  send  it  back?  A.    No. 

Q.     Did  he  ever  mention  it  to  you? 
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A.    He  thanked  me  for  \\  a  time  or  two  when   i 

mel    him  next.   [4(>8] 

Q.    And  then,  referring  to  April  !7,  L945,  do  yon 
find  there  a  series  of  three  checks,  numbers 
through  3183,  the  firsl  to  yourself,  and  charged  to 
notes  payable  in  the  amount  of  three  hundred  and 
seventeen?  A.    Yes. 

Q.  And  one  to  Mrs.  Basket  for  two  thousand 
three  hundred  seventeen?  A.     Yes. 

Q.  And  one  to  each  of  yon  for  half  of  that 
amount,  $1,158.50?  A.     Yes. 

Q.  And  who  made  the  entries  on  the  check  re- 
gister? A.     I  made  them. 

Q.  Who  made  the  distribution  in  the  check  re- 
gister ? 

A.  The  office  girl,  I  believe.  It  isn't  my  hand- 
writing. 

Q.  I  hand  you  Plaintiffs  Exhibit  203  in  evi- 
dence. Are  those  the — are  those  three  of  the  checks 
to  which  you  refer,  the  ones  which  were  drawn  to 
Mrs.  Basket  for  $2,317  and  the  two  to  you  and  Mrs. 
Basket  for  half  of  that  sum? 

A.     Yes,  that  is  right. 

Q.    Who  signed  those  checks  ? 

A.     R.  J.  Schneider  and  Hans  Forster.   [476] 

Q.  Is  there  anything  in  the  check  register  with 
respect  to  either  April  11  or  April  17,  1945,  which 
indicates  that  Mr.  Taylor  was  present  in  your  office 
at  Kenton  at  that  time  .; 

A.     Nothing  in  the  register,  no. 
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Q.  Then  this  would  simply  have  been  another 
case  where  Mr.  Taylor  perhaps  referred  to  your 
books  to  give  you  the  balance  of  the  salary  and 
indicated  the  amounts  that  were  to  be  distributed? 

A.     That  is  right. 

Q.  Now,  you  testified  that  back  at  the  beginning 
of  this  year,  some  three  or  four  months  before  this 
time,  at  this  meeting,  after  Mr.  Basket's  death, 
there  was  no  discussion  of  whether  you  would  con- 
tinue to  divide  your  salaries  with  Mr.  Forster? 

A.     No,  sir. 

Q.  All  right;  why  did  you  make  the  division  at 
this  point? 

A.  As  usual,  we  have  the  amount  of  the  instruc- 
tions from  Mr.  Taylor. 

Q.  And  those  instructions  were  to  give  Mr.  For- 
ster half — one-third  of  your  undrawn  shares? 

A.    Yes,  whatever  the  amount  was. 

Q.  Did  you  protest  at  this  time  to  Mr.  Taylor 
to  this  continued  sharing  of  your  salary  with  Mr. 
Forster?  [477]  A.     I  doubt  it. 

Q.  Did  you  call  Mr.  Forster  to  find  out  whether 
he  wanted  you  to  go  on  with  this?  A.     No. 

Q.     Did  he  ever  thank  you  for  that  check? 

A.     Possibly. 

Q.     What  is  the  charge  made  by  your  office  girl 

on  the — those  checks  on  the  17th  of  April,  1945? 

A.  They  are  all  made  payable  to  notes  payable. 
*****  [478J 

Q.     And  it  had  been  a  considerable  surprise  to 
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yon  when  Mr.  Taylor  suggested  you  should  give  a 

part  of  it  to  Mr.  Forster?  A.    Xes. 

Q.  And  yet,  having  the  right  to  draw  or  issue 
the  cheeks  and  the  sum  having  been  determined  in 
this  way,  il  never  occurred  to  you  to  write  checks 
to  yourself  and  Mr.  Baskel  Tor  the  amount  of  your 
salaries  % 

A.  Never  until  Mr.  Taylor  said  it  was  the  time 
to  do  it. 

Q.  Now,  did  you  receive  the  check  for  $1,158.50 
which  you  drew  in  favor  of  yourself  on  April  17, 
1945? 

A.  Yes,  I  would  say  I  did.  I  don't  believe  1  have 
it  here  now. 

Q.     You  don't  have  those  checks  there? 

A.     I  think  I  did. 

Q.  I  will  get  them  for  you.  Handing  you  Plain- 
tiff's Exhibit  203,  does  that  include  a  check  payable 
to  yourself  dated  April  17,  1945,  in  the  amount  of 
$1,158.50?  A.     Yes. 

Q.     Did  you  receive  that  check  .; 

A.    Yes.  [485] 

Q.  I  believe  you  testified  on  direct  on  Friday 
that  you  mailed  that  check  to  Mr.  Forster? 

A.    Y^es. 

Q.     Mr.  Forster  signed  the  check,  didn't  he? 

A.     His  stamp  is  on  here. 

Q.     I  mean  the  front  of  the  check  \ 

A.     Yes. 

Q.  Wouldn't  it  have  been  a  little  more  logical 
to  hand  it  to  him  when  he  signed  it? 
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A.     Not  in  this  case. 

Q.     Why  not? 

A.  Mr.  Forster  signed  checks  ahead  of  time,  and 
I  completed  them. 

Our  by-laws  stated  there  must  be  two  signatures 
on  each  check. 

Q.  And  you  can  recall  independently  this  was  a 
check  Mr.  Forster  signed  in  blank  which  you  used 
April  17,  1945? 

A.     No,  I  can't  recall  that. 

Q.  Do  you  know  then  that  Mr.  Forster  was  not 
present  in  the  office  on  that  day  ? 

A.     No,  I  don't. 

Q.  If  he  had  been  present,  you  would,  of  course, 
have  handed  the  check  to  him? 

A.     Yes,  I  think  I  would.  [486] 

Q.     Did  he  express  any  surprise? 

A.     I  don't  recall  anything  about  it.  ***** 

Q.  (By  Mr.  Cox) :  Now,  will  you  turn  to  the 
entries  for  July,  1947,  in  this  accounts  payable 
record  ? 

You  testified  this  morning  that  some  alterations 
were  made  by  Mr.  Taylor  after  you  made  the  entries 
for  this  month,  is  that  true? 

A.     That  is  right. 

Q.     When  was  this  done? 

A.     While  he  sat  at  the  desk  in  our  office. 

Q.  Did  you  see  him  actually  insert  the  nine 
figure  "1"  that  you  testified  this  morning  were  in- 
serted in  front  [514]  of  certain  entries  in  that  rec- 
ord ?  A.    Yes. 


United  States  of  America 


t  i.i 


(Testimony  of  Raymond  J.  Schneider.) 

Q.  Do  you  have  any  recollection  of  the  day  of 
the  month  itself  that  Mr.  Taylor  came  out  in  Au- 
gust, 1947? 

A.  No,  I  have  no  recollection  unless  I  could  find 
it. 

Q.  Do  you  recall  when  you  yourself  totalled 
these  figures'?  A.    No,  I  didn't  total  them, 

Q.     You  didn't  total  them  at  any  time 

A.  I  don't  believe  so.  I  don't  see  any  of  my 
figures  there  as  that  total. 

Q.  Well,  wasn't  it  your  testimony  that  you  nor- 
mally totalled  those  as  soon  as  you  could  at  the 
end  of  the  month? 

A.     Yes,  sir. 

Q.  And  normally,  you  would  have  done  so  at  this 
time?  A.     Yes,  sir. 

Q.  And  you  testified  several  times  that  normally 
Mr.  Taylor  was  paid  on  the  day  he  came  out  and 
did  the  work  on  the  books,  isn't  that  true  ? 

A  check  would  normally  be  written  to  him  I 

A.    Yes. 

Q.  Directing  your  attention  to  that  portion  of 
Plaintiff's  Exhibit  199-F,  bearing  the  date  August 
8,  1947,  [515]  doesn't  it  appear  that  the  check  to 
Mr.  Taylor  for  his  fifty  dollars  for  the  preceding 
month's  accounting  work  was  issued  to  him  and 
given  to  him  on  that  date  I 

I   am   calling   your   attention    now   to   the   ch< 
register. 

A.  Yes,  I  am  trying  to  see  whether  it  is  the  same 
year  or  not, 
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Q.  It  appears  on  the  outside  that  this  is  May 
23,  1947,  to  December  21,  1947. 

A.    Yes,  it  does. 

Q.  Can  you  explain  to  the  Jury  how  it  was  that 
you  departed  from  your  normal  custom  of  totalling 
your  figures  in  the  accounts  payable  as  soon  as  you 
could  after  the  end  of  the  month  in  this  case  until 
Mr.  Taylor  came  out  on  the  8th  of  August? 

A.  I  couldn't  tell  exactly  why,  whether  I  was 
away  for  a  day  or  a  week,  or  whether  he  told  me 
to  leave  the  books  open  until  he  got  there.  In  any 
case,  I  apparently  didn't  total  it. 

I  don't  see  any  of  my  figures  as  a  total. 

Q.  Now,  I  believe  at  one  time,  you  stated  that 
Mr.  Taylor  indicated  that  this  was  a  matter  of  an 
adjustment  he  was  making  here?  A.     Yes. 

Q.  Just  what  kind  of  an  adjustment  could  Mr. 
Taylor  [516]  have  made  in  a  record  of  this  kind? 

A.     I  am  not  enough  of  an  accountant  or  book- 

kee£>er  to  tell  you  that.  [517] 

*  *  *  *  * 

Q.  (By  Mr.  Cox  continuing)  :  Isn't  it  true  that 
the  total  that  now  appears  there  is  exactly  nine 
thousand  dollars  in  [521]  excess  of  the  true  total 
of  the  true  total  of  the  unpaid  accounts  at  the  end 
of  July,  1947? 

A.  I  think  so,  but  I  haven't  run  through  them 
lately  to  recall  at  all  to  be  sure  of  it. 

Q.  Now,  isn't  it  true,  Mr.  Schneider,  that  the 
figures — some  of  the  figure  "IV — in  fact,  nearly 
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all  the  figure  "IV  that  are  entered  there  are  very 
easily  detected?  A.     Oh,  yes. 

Q.  It  is  not  necessary,  for  instance,  for  you  to 
go  back  to  your  invoices  to  determine  that  in  fact 
the  invoices  that  still  remained  unpaid  there  was 
the  lesser  figure  ? 

A.  (Witness  nodded  in  the  negative.)  I  mean,  it 
is  plain,  very  plain. 

Q.  It  is  very  clear.  Now,  Mr.  Taylor  still  owned 
no  stock  in  the  Renton  Ice  and  Ice  Cream  Com- 
pany, did  he,  on  July  31,  1947 1  A.     No. 

Q.  He  would,  therefore,  never  be  entitled  to  re- 
ceive a  dividend  from  this  corporation  or  to  share 
in  its  assets  or  distribution? 

A.     No,  not  that  I  know  of. 

Q.  You  did  own  stock  in  the  corporation,  did 
you  not?  [522] 

A.    Yes,  sir. 

Q.    You  were  one-third  stockholder? 

A.    Yes. 

Q.  You  were  the  president  and  general  man- 
ager? A.    Yes,  sir. 

Q.  And  you  thought  there  was  nothing  wrong 
with  what  was  done,  so  far  as  those  accounts  pay- 
able were  concerned,  so  far  as  the  income  tax  g< 

A.    He  assured  me  there  was  nothing  wrong. 

Q.     Nothing  wrong.  [523] 

Recross  Examination 
Q.    (By  Mr.  Keesling) :    I  show  you  the  accounts 
payable  record  to  which  Mr.  Cox  referred.  Exhibit 
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212,  and  referring  to  the  date  of  July,  1947,  in  re- 
sponse to  a  question  of  Mr.  Cox,  you  stated  that 
with  respect  to  this  page  headed  January  1,  1948, 
that  is  the  page  on  which  these  alterations  were 
made 

Mr.  Cox:    January  1,  1948? 

Mr.  Keesling :  Just  a  second  here.  I  guess  it  isn't 
that. 

Q.  (By  Mr.  Keesling  continuing) :  No,  there  is 
no  heading  on  that  [587]  particular  page,  is  that 
right?  During  the  month  of  July  of  1947? 

A.     Yes. 

Q.  And  that  is  the  page  that  contains  the  nine 
alterations  of  one  thousand  dollars  each  that  were 
entered  by  Mr.  Taylor,  is  that  right? 

A.     Between  these  two  pages,  yes. 

Q.    Between  these  two  pages?  A.     Yes. 

Q.  And  those  were  the  ones  entered  by  Mr. 
Taylor  personally?  A.    Yes. 

Q.  With  respect  to  those  alterations,  you  said 
you  relied  on  Mr.  Taylor.  He  made  some  statement 
concerning  those,  didn't  he? 

A.  Yes,  he  said  that,  when  I  questioned  it,  he 
said  it  was  all  right,  and  not  to  worry  about  it,  and 
he  would  adjust  it  in  the  next  period. 

Q.  In  other  words,  you  relied  on  his  explanation 
that  he  would  take  care  of  it  and  adjust  it? 

A.     Absolutely. 

Mr.  Keesling:    No  further  questions. 
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Further  Redirect  Examination 
Q.   (By  Mr.  Obenour) :    What  was  the  date  thai 
Mr.  Taylor  first  told  you  [588]  that  you  should 
low  these  plans  of  giving  Mr.  Porster  a  sh  the 

income  from  the  Kenton  [ce  and  [ce  Cream  1 

Mr.  Cox:    Object  to  the  form  of  the  question. 
The  Court:    Objection  overruled. 

The  Witness:     Should  I  answer  it  i 
Mr.  Obenour:     Yes. 

A.  It  is  hard  to  tell  you  the  exact  date,  but  I 
believe  that  it  was  in  1944. 

Q.  (By  Mr.  Obenour)  :  Did  you  ever — what  was 
the  occasion  that  Mr.  Taylor  first  gave  you  direc- 
tions for  distributing  this  money? 

A.  Whatever  the  instructions  contained,  it 
seemed  a  little  out  of  the  ordinary  so  I  asked  about 
it,  and  had  that  answer  that  I  have  given,  that  he 
should  share  in  that  salary. 

Q.  Had  Mr.  Taylor  given  you  those  instructions 
in  1943  when  distribution  was  made  of  the  matter  t<> 
which  you  previously  testified? 

A.  I  don't  believe  so.  I  am  not  sure  about  that. 
1  don't  recall  that  he  did.  *****  [589] 

Q.  (By  Mr.  Cox) :  And,  having  increased  ar- 
bitrarily, as  you  have  testified,  certain  items  in  this 
record,  there  is  no  adjustment  that  could  be  made  in 
a  subsequent  period  that  would  correct  that.  i< 
there,  since  these  were  obligations  that  existed  only 
at  the  end  of  the  fiscal  year,  1947  I 
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A.     From  my  knowledge  of  tax  work,  I  wouldn't 

be  able  to  say  "yes"  or  "no"  to  that. 

Q.    You  just  believed  somehow  this  could  be  made 

right?  A.     Certainly.  [593] 

***** 

MAZIE  LOVINGER 

upon  being  called  as  a  witness  for  and  on  behalf  of 
the  Plaintiff,  and  upon  being  first  duly  sworn,  tes- 
tified as  follows: 

Direct  Examination 

The  Clerk :  I  want  your  full  name,  and  the  spell- 
ing your  name,  please. 

The  Witness:     Mazie  Lovinger. 

The  Clerk:    L-o-v-i-n-g-e-r  (spelling)? 

The  Witness:    Yes. 

Q.  (By  Mr.  Obenour) :  Will  you  state  your 
name,  please?  A.     Mazie  Lovinger. 

Q.     And  where  do  you  live,  Mrs.  Lovinger? 

A.     350  Garden  Street,  Renton. 

Q.     And  are  you  the  widow  of  C.  M.  Baskett? 

A.     Yes.  [595] 
***** 

Q.  (By  Mr.  Obenour)  :  Now,  handing  you  Plain- 
tiffs Exhibits  203,  204,  206,  207  and  208,  would 
you  please  examine  those  checks  and  identify  those 
checks  issued  to  you,  Mazie  Baskett,  in  the  amounts 
stated,  and  the  endorsements  and  as  to  the  disposi- 
tion you  made  of  them,  please? 

A.  Mazie  Baskett,  $1,158.50,  and  the  endorse- 
ment is  Mazie  Baskett. 
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Q.     And  what  did  you  do  with  that  check,  please  ? 

A.    I  deposited  it.  No,  that  one,   I  didn't.  [608] 

Q.     What  did  you  do  with  that  one? 

A.    I  returned  that  to  Mr.  Schneider. 

Q.  For  what  reason  did  you  return  it  to  Mr. 
Schneider?  A.    To  give  to  Mr.  Forster. 

Q.     And  what  is  the  other  check  there  i 

A.     $2,317,  to  Mazie  R.  Basket  1. 

Q.     What  did  you  do  with  that  check  I 

A.     I  deposited  that. 

Q.  And  for  what  reason  did  you  give  that  to 
Mr.  Schneider  for  Mr.  Forster,  that  $1,158  check? 

A.  Because  he  asked  me  to  endorse  it  and  hand 
it  back  to  him. 

Q.  Did  you  ask  Mr.  Schneider  anything  about 
why  he  should  return  that  check  to  you,  or  to  Mr. 
Forster?  A.     No. 

Q.    Did  you  ask  Mr.  Forster?  A.     No. 

Q.    Did  you  ask  Mr.  Taylor  ?  A.     No. 

Q.  Is  there  any  reason  why  you  would  not  ask 
anyone  about  returning  a  check  made  out  to  you  to 
Mr.  Schneider  for  Mr.  Forster? 

Mr.  Griffin:  Objected  to  as  cross-examination 
of  his  own  witness.  [609] 

The  Court:     Objection  sustained. 

Q.  (By  Mr.  Obenour) :  The  next  check  is  what, 
please  ? 

Mr.  Cox :    May  we  have  the  exhibit  \ 

A.    Mazie  Baskett. 

The  Court:  Is  that  marked  as  an  exhibit  num- 
ber? 
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The  Witness:  204.  I  believe  that  is  it  right  there, 
isn't  it? 

The  Court:    Yes. 

A.  (Continuing)  Mazie  Baskett,  $4,110,  and  Mr. 
Schneider  handed  it  to  me  and  asked  me  to  endorse 
it,  and  I  handed  it  back  to  him. 

Q.     And  the  next  one  in  order,  please? 

A.     Mazie  Baskett,  $2,892.60. 

Q.     Arid  what  date  is  that? 

A.     That  is  September  7,  1946. 

Q.    And  the  exhibit  number,  please? 

A.     206. 

Q.     And  what  is  the  endorsement  on  that? 

A.    Mazie  Baskett  and  R.  J.  Schneider. 

Q.    What  did  you  do  with  that  check? 

A.     I  gave  it  back  to  him. 

To  whom?  A.    Mr.  Schneider.  [610] 

And  the  next  one,  please,  there;  what  is  the 
exhibit  number,  now,  please? 

207.  Mazie  Baskett,  $3,960. 
What  date  is  that? 
September  10,  1947. 
And  how  was  that  endorsed? 
Mazie  Baskett. 

And  what  did  you  do  with  that  check? 
Handed  it  back  to  Mr.  Schneider. 
Those  three  checks  for  the  years  1945,  1946 
and  1947,  what  then  happened  after  you  gave  those 
checks,  I  believe  you  said,  back  to  Mr.  Schneider? 
A.     He  brought  me  a  cashier's  check  from  the 
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bank  for  one-third  of  the  amount  of  his  check  and 
my  check. 

Q.    And  what  happened  then  as  to  each  of  tfc 
three  checks  made  out  to  yon  and  endorsed  by  you? 

A.     T  endorsed  them,  and  he  took  them. 

Q.  What  happened  then  to  the  amount  that  you 
did  not  receive  from  your  check? 

A.  All  I  know  is  that  he  said  he  was  going  to 
get  cashier's  checks,  one  for  Mr.  Forster,  one  for 
himself,  and  one  for  me. 

Q.  Did  you  ever  question  him  then  about  why 
you  should  give  your  cheek  back  to  him  and  then 
receive  a  [611]  lesser  amount? 

A.     No,  because  that  was  my  understanding. 

Q.  What  did  those  checks  represent,  to  your 
knowledge?  A.     Accrued  wages. 

Q.     From  what? 

A.     Because  T  was  to  receive  six  thousand  a  year. 

Q.  And  how  much  were  you  receiving  in  regu- 
lar salary?  A.     $170  a  month. 

Q.    And  this  then  was  what  ? 

A.     The  balance  that  was  due. 

Q.  Between  these  amounts  yon  actually  received 
and  the  six  thousand?  A.     Yes. 

Q.     How  much  of  that  were  yon  permitted  t: 
to  retain  in  each  of  those  years? 

A.  One-third  of  the  amount  of  the  two  checks 
together. 

Q.     And  did  Mr.  Schneider  receive  any  of  it  ! 

A.     As  far  as  I  know,  he  did. 

Q.     And  who  else  then?  A.     Mr.  Forster. 
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Q.  Now,  the  next  check  there,  please,  is  1948. 
What  [612]  is  the — on  the  back  of  that  exhibit — 
pardon  me A.     (Interposing)  Oh. 

Q.    What  is  that  exhibit  number,  please? 

A.     208. 

Q.  Those  checks,  would  you  identify  those  writ- 
ten to  yourself,  please? 

A.  M.  R.  Baskett,  November  1,  1948,  $1,253,  en- 
dorsed by  M.  R.  Baskett  and  Hans  Forster. 

Q.     What  did  you  do  with  that  check? 

A.    Endorsed  it  and  gave  it  to  Mr.  Schneider. 

Q.     For  what  reason? 

A.     The  same  as  before. 

Q.     Which  is? 

A.     Well,  to  give  to  Mr.  Forster,  I  suppose. 

Q.     And  the  other  check  is  what? 

A.    M.  R.  Baskett,  $2,507. 

Q.  Now,  handing  you  Plaintiff's  Exhibit  210, 
which  has  been  identified  as  two  notes  and  two 
checks,  there  is  one  written  with  your  name  upon  it. 
Would  you  note  the  date  of  that  note,  please  ? 

A.     July  31,  1949. 

Q.     Did  you  see  that  note  at  that  time? 

A.     No. 

Q.     When  did  you  first  see  that  note? 

A.     February  5,  1954.  [613] 

Q.  And  the — would  you  then  examine  the  check 
as  made  out  to  yourself? 

A.  M.  R.  Baskett.  I  can't  see  the  month.  Janu- 
ary. 

Q.    What  date? 
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A.    January  I,  \i  looks  like,  L960. 

Q.     And  what  is  the  amount  of  that  check? 

A.     $3,244.80. 

Q.  Does  that  correspond  with  the  note  there  in 
the  same  amount? 

A.     No,  it  doesn't.  Yes,  it  does. 

Q.  What  are  the  endorsements  then  on  that 
check  to  you? 

A.     Mazie  "Baskett,  M.  R.  Baskett. 

Q.    When  did  you  receive  that  check? 

A.     It  was  the  first  part  of  January,  of  1950. 

Q.  Were  you  told  what  it  was  for  when  you  re- 
ceived it?  A.    Yes. 

Q.    Who  gave  it  to  you? 

A.     Mr.  Schneider. 

Q.    What  were  you  told  when  you  received  it? 

A.  To  endorse  it  and  he  would  take  it  and  take 
care  of  it. 

Q.  And  did  you — what  then  happened  to  f 614] 
that  check? 

A.  I  received  one-third  of  the  amount  of  these 
two  checks  together. 

Q.     In  what  form? 

A.  I  couldn't  say  whether  that  was  a  cashier's 
check  or  the — or  a  company  check. 

Q.  Were  you  told  what  that  check  was  for  when 
you  received  it  in  regard  to  the  note  ? 

A.  Just  that  we  were  going  to  pick  up  these 
notes. 

Q.  Had  you  received  any  information  about  the 
notes  prior  to  that  time? 
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A.  It  was  mentioned  to  me  that  they  were  going 
to  make  out  notes. 

Q.  Who  made  out  your  tax  returns  during  this 
period  of  time?  A.    Mr.  Taylor. 

Q.  What  amount  was  set  forth  on  your  tax  re- 
turns during  this  period  as  salary  received  by  you 
from  Renton  Ice  and  Ice  Cream  Company? 

A.     Six  thousand  dollars. 

Q.  Did  you  ever  in  any  of  the  years  between 
1945  and  1949  receive  six  thousand  dollars  that  you 
retained  from  Renton  Ice  and  Ice  Cream  Company  I 

A.     No.  [615] 

Q.  Did  you  ever  question  Mr.  Taylor  about  the 
preparation  of  your  tax  returns  showing  six  thou- 
sand dollars  which  was  more  than  you  received  from 
Renton  Ice  and  Ice  Cream?  A.     No. 

Mr.  LeSourd:  I  object  to  the  question  in  that  it 
assumes  it  is  more  than  she  received  and  the  testi- 
mony shows  she  received. 

Mr.  Obenour :    She  said  '  'yes, ' '  that 

Mr.  LeSourd:  (Interposing)  Well,  received  and 
retained,  was  the  first  question,  Mr.  Obenour. 

The  Court:    Well,  the  objection  is  overruled. 

Q.  (By  Mr.  Obenour)  :  Your  answer  was  that, 
please  ?  A.    No. 

Q.  And  you  ever  ask  Mr.  Taylor  why  the  checks 
were  made  out  in  that  manner  to  you  and  you  were 
required  to  send  them  back  by  Mr.  Schneider  to 
Mr.  Forster? 

A.  No,  I  had  nothing  to  do  with  the  office  or 
any  part  of  it.  *  *  *  *  *  [616] 
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Mr.  LeSourd:  Mr.  Griffin  suggests  that  I  proceed 
first,  you 7'  Honor. 

In  the  first  place,  if  the  Court  please,  the  Defend- 
ant Taylor  renews  at  this  time  his  motion  for  sev- 
erance made  prior  to  the  commencement  of  trial, 
and  renewed  during  the  Government's  case. 

This  motion  and  this  renewal  is  based  upon  the 
fact  that  there  has  occurred  during  this  case  the 
very  situation  that  the  motion  brought  to  the  atten- 
tion of  the  Court  prior  to  this  triai  was  directed  to, 
and  that  is  the  testimony  as  to  hearsay,  self-serving 
statements,  on  the  part  of  some  of  the  defendants 
affecting  the  Defendant  Taylor,  and,  while  the 
Court  instructed  the  Jury  that  those  statements 
were  not  to  be  taken  as  affecting  the  Defendant 
Taylor,  nevertheless  the  effect  of  those  is  prejudi- 
cial, even  so,  to  this  [635]  defendant  and  where  such 
a  motion  for  severance  has  been  made  in  advance 
of  the  trial,  it  is  improper  not  to  claim  the  sever- 
ance when  that  situation  arises. 

May  I  ask  the  Court,  T  have  many  motions  here, 
whether  the  Court  desires  to  rule  on  these  as  we 
go  along? 

The  Court:  Well,  I  will  rule  on  them  as  we  go 
along  if  you  have  completed  your  statement  on 
them. 

Mr.  LeSourd:    I  have,  on  that. 

The  Court:  All  right,  the  Court  will  deny  the 
motion. 

Mr.  LeSourd:  And  may  the  record  show  an  ex- 
ception ? 
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The  Court:     I  assume  under  the  rules  that  an 
exception  is  automatic. 

Mr.  LeSourd:    Yes,  I  assume  so,  also.  [636] 

***** 

[Endorsed] :     Filed  March  11,  1955. 


[Endorsed] :  No.  14656.  United  States  Court  of 
Appeals  for  the  Ninth  Circuit.  Hans  Forster,  A}D- 
pellant,  vs.  United  States  of  America,  Appellee. 
Transcript  of  Record.  Appeal  from  the  United 
States  District  Court  for  the  Western  District  of 
Washington,  Northern  Division. 

Filed:   February  12,  1955. 

Supplemental  Filed  March  16,  1955  and  April  12, 
1955. 

/s/  PAUL  P.  O'BRIEN, 
Clerk  of  the  United  States  Court  of  Appeals  for 
the  Ninth  Circuit. 


In  the  United  States  Court  of  Appeals 
for  the  Ninth  Circuit 

No.  14656 
HANS   FORSTER,  Appellant, 

vs. 

UNITED  STATES  OF  AMERICA,     Appellee. 

STATEMENT  OF  POINTS  ON  APPEAL 

Pursuant  to  Rule  17(6)  of  this  Court,  Appellant 
submits  the  following  statement  of  the  points  on 
which  he  intends  to  rely: 
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1.  The  Court  erred  in  refusing  to  grant  the  de- 
fendant Forster's  motions  for  mistrial  and  renewals 
thereof,  which  motions  were  based  upon  statements 
contained  in  the  opening  statement  of  counsel   for 

defendant  L.  Hicks  Taylor  relating  to  the  proposed 
defense  arising  out  of  the  alleged  actions  of  George 
F.  Kachlein,  Jr.,  as  attorney  £or  Taylor  and  Port 
and  were  further  based  upon  testimony  adduced  in 
support  of  the  said  defense. 

2.  The  Court  erred  in  excluding  from  evidence 
defendant  Forster's  Exhibits  A-84,  A-85,  A-86,  A-87, 
and  A-88  which  tended  to  prove  the  relationship 
existing  between  the  defendants  Forster  and  Taylor 
and  the  status  of  Taylor. 

3.  The  Court  erred  in  excluding  the  offered  re- 
buttal testimony  on  behalf  of  defendant  Forster  of 
the  witness  Vern  Egeness. 

4.  The  court  erred  in  excluding  the  offered  re- 
buttal testimony  on  behalf  of  defendant  Forster  of 
the  witness  Frank  B.  Donaldson. 

5.  The  Court  erred  in  excluding  the  offered  re- 
buttal testimony  on  behalf  of  defendant  Forster  of 
the  witness  Philip  A.  Strack. 

6.  The  court  erred  in  excluding  the  offered  re- 
buttal testimony  on  behalf  of  defendant  Forster  of 
the  witness  Quentin  Ellis. 

7.  The  Court  erred  in  instructing  the  jury,  as  a 
supplemental  instruction  on  the  issue  of  wilfulness 
at  the  request  of  the  jury  and  over  objection  of  de- 
fendant Forster,  as  follows: 

"Now,  to  supplement  that,  as  I  say  again,  I  am 
going  to  give  you,  in  substance,  the  same  matter. 
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"When  used  in  a  criminal  statute — that  is  the 
word  'willful'  or  'willfully' — when  used  in  a  crim- 
inal statute  it  generally  means  an  act  done  with  a 
bad  purpose,  without  justifiable  excuse,  stubbornly, 
obstinately,  perversely. 

"The  word  is  also  characterized — employed  to 
characterize  a  thing  done  without  ground  for  be- 
lieving it  lawful,  or  conduct  marked  by  reckless 
disregard  whether  or  not  one  has  the  right  to  to 
act," 

8.  The  Court  erred  in  refusing  to  grant  defend- 
ant Forster's  motion  for  a  new  trial,  based  upon  the 
error  in  instructions  above  set  forth. 

Dated  this  11th  day  of  February,  1955. 

TRACY  E.  GRIFFIN, 
J.  KENNETH  BRODY, 
/s/  By   J.  KENNETH  BRODY, 
Attorneys  for  Appellant 

Acknowledgment  of  Service  attached. 

[Endorsed] :  Filed  Feb.  12, 1955.  Paul  P.  O'Brien, 
Clerk. 
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STIPULATION  FOR  RECORD  ON  APPEAL 

It  Is  Stipulated  that  as  a  part  of  the  record  on 
appeal  in  the  above  cause  that  on  January  6,  1954, 
L.  Hicks  Taylor  filed  a  motion  for  severance  from 
the  defendant  Hans  Forster  and  executed  an  af- 
fidavit which  reads  in  part: 
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««  *  *  affiant  believes  that  the  government  will 
present  strong  cases  against  the  defendants  Forster 
and  Ericksoil  on  all  nine  counts  and  with  respect  to 
all  of  the  allegedly  unreported  income  *  *  *" 

And  further  affiant  Taylor  deponed : 
"That  when  charges  were  filed  against  the  de- 
fendants named  herein  in  March,  1952,  the  defend- 
ant Forster  released  to  the  newspapers  carefully 
prepared  stories  emphasizing  his  beginnings  as  a 
penniless  immigrant,  carefully  playing  up  the  fact 
that  affiant  had  previously  pleaded  guilty  to  a 
charge  of  attempted  evasion  of  his  own  income  tax 
liability,  and  stating  that  he,  Forster,  was  innocent. 
and  was  in  trouble  only  because  he  had  trusted 
affiant;  that  both  before  the  filing  of  said  charges 
and  since,  the  defendant  Forster  has  conducted  an 
artful  campaign  to  attempt  to  shift  to  affiant  respon- 
sibility for  his  own  acts,  and  has  induced  the  de- 
fendant Erickson  to  join  him  in  this  effort ;  that  as 
a  result  affiant  believes,  and  is  advised  by  his  coun- 
sel, that  he  will  be  substantially  prejudiced  if  he  is 
forced  to  stand  trial  jointly  with  the  defendants 
Forster  and  Erickson  because  of  the  concerted  ef- 
fort they  have  made,  and  will  undoubtedly  continue 
to  make  during  the  trial,  to  fix  upon  him  respo 
bility  for  their  own  acts;" 

That  the  motion  of  defendant  Taylor  was  argued 
before  the  Court  on  January  11,  1954,  and  after 
counsel  for  the  defendant  Taylor  and  counsel  for 
the    Government    had    concluded   their    arguments 
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Forster's  attorney,  Tracy  E.  Griffin  stated  to  the 
Court  that  he  opposed  the  motion  and  if  the  Court 
intended  favorably  to  consider  defendant  Taylor's 
motion,  he  desired  to  be  heard  on  the  matter.  That 
after  this  statement  the  Court  denied  the  motion 
of  the  defendant  Taylor  for  severance. 

Dated  this  31st  day  of  January,  1955. 

TRACY  E.  GRIFFIN, 
J.  KENNETH  BRODY, 

Attorneys  for  Appellant 

/s/  CHALES  P.  MORIARTY, 

United  States  Attorney,  Attorney 
for  Appellee 

[Endorsed] :  Filed  Feb.  12, 1955.  Paul  P.  O'Brien, 
Clerk. 


